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JEF-DGAP International Symposium

“How to get out of the crisis

Different approaches in Japan and the EU towards growth”
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4. T7—~: How to get out of the crisis
Different approaches in Japan and the EU towards growth
(ED XA MROREF AR Bz 57>
—RFEREICHIT A - EUZNENOT 7 a—F)

Agenda
SESSION 1 MACRO-ECONOMIC POLICY
“Abenomics” and Austerity Policy as a way towards Growth

(Eyiarl <7 afEBOR—REREICHTZ “T_ 2727 LB BEOR)
Discussion points
Germany and Japan have suffered from the implications of the global financial crisis
and — directly or indirectly - the ensuing Euro zone crisis. Both countries/regions pursue
different macroeconomic (monetary and fiscal) strategies to get out of the crisis. The
first panel will therefore deal with the comparison of ‘Abenomics’ and Austerity Policy

as a way towards Growth.

SESSION 2 GROWTH STRATEGIES
Part 1: Increasing Productivity and Competitiveness through Trade
(EU-JAPAN FTA, TTIP, and TTP)
(Eyvarz R FH1H—H5 (HEU-FTA, TTIP, TPP) % U7/ M
&g D)



Discussion points
The second panel focuses on possible growth strategies for both countries: The chances
of increased productivity and competitiveness through trade liberalization (EU-Japan

FTA, TTIP and TPP) are analyzed from the perspectives of Germany/EU and Japan.

Part 2: The Challenge of ageing Societies

(Byiar2 pRHEEE F25—mbitsic ) 2iE)
Discussion points
The third panel looks at the challenge of ageing societies: Both Germany and Japan
share the problem of an ageing and decreasing population. What kind of labor market
strategies are needed to achieve growth? The panel will focus on the potential and
problems of migration in Germany, and the chances of enhanced participation of women

in the workforce in Japan.
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+ Dr. Steffen Angenendt, Senior Associate, Research Division: Global Issues, German
Institute for International and Security Affairs (SWP)

+ MinDirig Christian Berger, Director for Foreign Trade and Investment Promotion,
Federal Foreign Office, Germany

* Dr. Friederike Bosse, Secretary General, Japanese-German Center Berlin

+ Nicola BRUNING, Head of BMW Representative Office Berlin

+ Hans Joachim Daerr, Ambassador (ret.)



+ Dr. Klaus Glinter Deutsch, Senior Economist, Head of Berlin Office, Deutsche Bank
(DB) Research

* Dr. Reinhard Felke, Head of Directorate E B, Federal Ministry of Finance

+ Baron Paul von Maltzahn, Secretary General, German Council on Foreign
Relations (DGAP)

- Jens Nagel, Director, Federation of German Wholesale, Foreign Trade and
Services (BGA)

+ Prof. Dr. Eberhard Sandschneider, Otto Wolff-Director of the Research Institute,
Head of the China/Asia-Pacific Program, German Council on Foreign Relations
(DGAP)
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3. FEHERE

How to get out of the crisis?
Different approaches in Japan and the EU towards growth

2" JEF-DGAP International Symposium
RauchstralRe 17/18, 10787 Berlin, Germany

Tuesday, 3 June 2014
9:30-10:00 am Conference registration
10:00-10:30 am OFFICIAL WELCOME

Baron Paul von Maltzahn, Secretary General, German Council on
Foreign Relations (DGAP)

Kazumasa Kusaka, Chairman and CEO, Japan Economic
Foundation (JEF)

SESSION 1:
10:30-12:00 am MACRO-ECONOMIC POLICY
“Abenomics” and Austerity Policy as a way towards Growth
Speakers Prof. Dr. Hiroshi Yoshikawa, Faculty of Economics, University of
Tokyo
Dr. Reinhard Felke, Head of Directorate E B, Federal Ministry of
Finance
Dr. Klaus Glinter Deutsch, Senior Economist, Head of Betlin
Office, Deutsche Bank (DB) Research
Moderator: Naoyuki Haraoka, Executive Managing Director, JEF
12:00-1:00 pm Lunch



SESSION 2:
1:00-2:30 pm

Speakers:

Moderatot:

2:30-3:00 pm

3:00-4:30 pm

Speakers:

Moderatot:

4:30-4:50 pm

GROWTH STRATEGIES

Part 1: Increasing Productivity and Competitiveness through
Trade (EU-Japan FTA, TTIP, and TPP)

Toshiyuki Shiga, Representative Director, Vice Chairman, Nissan
Motor Co., Ltd.

Jun Arima, Director General, Japan External Trade Organization,
London

MinDirig Christian Berger, Director for Foreign Trade and
Investment Promotion, Federal Foreign Office, Germany

Jens Nagel, Director, Federation of German Wholesale, Foreign
Trade and Services (BGA)

Prof. Dr. Eberhard Sandschneider, Director of the Research
Institute, DGAP

Coffee break

GROWTH STRATEGIES
Part 2: The Challenge of ageing Societies

Kazuhiko Toyama, Representative Director and CEO, Industrial
Growth Platform, Inc. (IGPI)

Nicola Briining, Head of BMW Representative Office Berlin

Dr. Steffen Angenendt, Senior Associate, Research Division: Global
Issues, German Institute for International and Security Affairs

(SWP)

Prof. Dr. Eberhard Sandschneider Director of the Research
Institute, DGAP

CLOSING CEREMONY
Baron Paul von Maltzahn

Kazumasa Kusaka
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Dr. Steffen ANGENENDT, Senior Associate, Research Division: Global Issues, German
Institute for International and Security Affairs (SWP)

Jun ARIMA, Director General, Japan External Trade Organization (JETRO) London
MinDirig Christian BERGER, Director for Foreign Trade and Investment Promotion, Federal
Foreign Office, Germany

Dr. Friederike BOSSE, Secretary General, Japanese-German Center Berlin

Nicola BRUNING, Head of BMW Representative Office Berlin

Hans Joachim DAERR, Awbassador (ret.)

Dr. Klaus Guinter DEUTSCH, Senzor Economist, Head of Berlin Office, Deutsche Bank (DB)
Research

Dr. Reinhard FELKE, Head of Directorate E B, Federal Ministry of Finance
Naoyuki HARAOKA, Executive Managing Director, Japan Economic Foundation
Kazumasa KUSAKA, Chairman and CEO, Japan Economic Foundation

Baron Paul von MALTZAHN, Secretary General, German Council on Foreign Relations
(DGAP)

Jens NAGEL, Director, Federation of German Wholesale, Foreign Trade and Services (BGA)
Shinichi SAITO, Executive Director, International Affairs, Japan Econonsic Foundation
Prof. Dr. Eberhard SANDSCHNEIDER, Oro Wolf-Director of the Research Institute,
Head of the China/ Asia-Pacific Program, German Council on Foreign Relations (DGAP)
Toshiyuki SHIGA, Representative Director, VVice Chairman, Nissan Motor Co., 1 4d.
Kazuhiko TOY AMA, Representative Director and CEO, Industrial Growth Platform, Inc.
(IGPI)

Prof. Dr. Hiroshi YOSHIKAWA, Faculty of Economics, University of Tokyo

<E TP ——>
Dr. Takashi UNAY AMA, Principal Economist, Public Policy Institute, Ministry of Finance,
Japan
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Dr. Steffen ANGENENDT

Senior Associate, Research Division: Global Issues,
German Institute for International and Security Affairs (SWP)

Since September 20006, Steffen Angenendt has served as senior associate at the German
Institute for International and Security Affairs in Berlin (SWP). Within the research unit

Global Issues he is responsible for research on demography and migration.

He published extensively on German, European and international migration policy and
demography. Before joining the Institute, he worked at the German Council on Foreign
Relations (DGAP) on international migration issues and was editor of the Yearbook on
International Relations. Till 1993, he was research fellow at the Political Science Department

of the Free University of Berlin.

From 2011-2013 Steffen Angenendt was released from his SWP position to advise the
Federal Minister for Economic Cooperation and Development on migration issues. In
addition, he has wotked as a consultanti.a. to UNICEF, UNHCR, IOM, the German Federal
Government’s Independent Commission on Immigration Reform (Stissmuth-Kommission),
the Council for Asia-Europe Co-operation (CAEC), and the High Council on Migration and
Integration (Zuwanderungsrat) of the German government. In 2013 he chaired the Skilled
Migration Working Group of the World Bank’s Global Knowledge Partnership of Migration
and Development (KNOMAD).

Steffen Angenendt taught political science and political sociology at the Free University and
the Humboldt University in Berlin, and in 2011 as Professor at the Vienna University in
Austria. He holds a Ph.D. in political science and is member of the advisory boards of several

scientific and civil society organizations.



Jun ARIMA

Director General
Japan External Trade Organization (JE'TRO) London

Mr. Arima is Director General, Japan External Trade Organization (JETRO) London on
secondment from Ministry of Economy, Trade and Industry since April 2011. The major
missions of the JETRO London are to promote foreign direct investment in Japan, to

promote export from Japan and to support EU-Japan FTA/EPA negotiation.

Formerly, he was one of Japan’s chief negotiators in the UN Climate Talks from 2008 to
2011 including Poznan (2008), Copenhagen (2009) and Cancun (2010). Based on this
background, he is serving as Special Advisor on Global Environmental Affairs for the
METT in parallel with his DG position in JETRO.

Since his joining in the MITI (Ministry of International Trade and Industry) in 1982, he
has long experience in the international energy and environment policies including
Councillor, International Energy Negotiation, Agency of Natural Resources and Energy
(ANRE), METT (2007-2008), Director, International Affairs Division, ANRE/METI
(2006-2007), Head of Country Studies Division, International Energy Agency (IEA), Paris
(2002-20006), Councillor (Energy) in the Permanent Delegation of Japan to the OECD
(1996-1999) .

He has Bachelor of Economics, Tokyo University.



MinDirig Christian BERGER

Director for Foreign Trade and Investment Promotion
Federal Foreign Office, Germany

Christian Berger entered Germany's foreign service in 1986, assuming his current
position in the Department of Economic Affairs and Sustainable Development in 2012.
Over his long career in public service, Berger has held offices both domestically and
internationally. After working for the permanent representation to both the European
Union and NATO he served as ambassador to Iraq, Ecuador, and Laos. He has also
previously held positions as Director of Southeast Asia Division, as well as Assistant to

State Secretary von Ploetz.

Prior to joining Germany’s foreign service Berger worked as country officer in the
economics department of the Deutsch-Suedamerikanische Bank in Hamburg. He

studied economics at the Universities of Bonn and Cologne.



Dr. Friederike BOSSE

Secretary General

Japanese-German Center Berlin

Friederike Bosse has served as Secretary General of the Japanese-German Center Berlin
since 2006. Previously she worked as Director Regional Coordination at the Federation of
German Industries (BDI), where she was responsible for Japan and trade promotion policy.
A graduate of the University of Hamburg, Bosse was research fellow in Japanese
economics at Hamburg's Institute of Asian Studies, now part of the German Institute for
Global and Area Studies (GIGA).

She has also worked in German national television station ARD's Tokyo office as well as

with the Japanese electronics company Funai in Hamburg,



Nicola BRUNING

Head of BMW Representative Office Berlin

Nicola Briining is director of BMW Group's German representative office, with a focus on

corporate and intergovernmental affairs.

Before joining BMW in July 2008, Briining worked for the magazine FOCUS as an
editorial journalist in the German Parliament, covering both Bonn and Berlin over 15 years.
Her extensive media career also included freelance production for AFP, Axel Springer

Media, and German television channels MDR and SWR.



Hans Joachim DAERR

Ambassador (ret.)

Hans-Joachim Daerr is a former ambassador and diplomat. He studied law and Japanese
studies at the universities of Tubingen, Bonn, and Berlin, and passed the state law
examination in 1968. From 1970 to 1972, he received Foreign Service training in Bonn,
Brussels, and Geneva. Following completion of his training, he went to Japan to work as
consul at the German Consulate General Osaka-Kobe. In 1976, he was assigned to the
NATO Desk at the German Foreign Office. From 1979 to 1983, he was Counsellor for
Press and Information at the German Embassy in Tokyo. Following his stint in Tokyo, he
was a member of the policy planning staff (1983-1986) and was head of the security policy
task force (1986-1988) at the Foreign Office in Bonn. In 1988, he became deputy chief of
mission at the German Embassy in Lagos. He returned to the Foreign Office in 1991 as
head of division, Southern Africa, and became deputy political director and director for
international security at the Foreign Office in 1995. From 1998 to 2001, he was German
Ambassador to Pakistan. In 2001, he became Commissioner of the Federal Government
for Arms Control and Disarmament at the Foreign Office in Berlin. After September 11 he
also became special envoy for Afghanistan. Beginning in 2003 he spent three years as
Director General for Global Issues, the United Nations, Human Rights, and Humanitarian
Aid at the Federal Foreign Office. From 2006 to 2009, Daerr was German Ambassador to
Japan. Upon completion of his term as ambassador, he retired from the Foreign Service.
Since retiring, he has been special envoy for the UN Department (2010) and Commissioner
for Disaster Relief Japan (March to October 2011).



Dr. Klaus Giinter DEUTSCH

Senior Economist
Head of Berlin Office, Dentsche Bank (DB) Research

Klaus Gunter Deutsch is senior economist with Deutsche Bank Research and director of
its Berlin office. He joined Deutsche Bank Research, the economics think tank of Deutsche
Bank, in July 1996 where he worked as economist in the unit on Economic and Banking
Policy, European integration in the headquarters in Frankfurt. After a one-year exchange
stint with the Federal Chancellery in 1999/2000 at the desk for banking and external
economic relations, he founded and has directed the office of DB Research in Berlin. Since
2000, he ran more than 130 events (seminars, workshops, lectures) on a broad range of
topics for the political audience in the capital, frequently hosting politicians and senior
public officials. Until 2011, he also covered government and regulatory affairs for Deutsche
Bank in Germany. Deutsch advises clients on German politics and the crisis in the euro
area. Deutsch also represents Deutsche Bank AG in a range of business associations on
issues pertaining to trade policy and transatlantic relations (German Association of Banks,
German Federation of Industries, European Services Forum, Trans-Atlantic Business
Dialogue). He is a fellow with the American Institute for Contemporary German Studies
(AICGS) at Johns Hopkins, a member of various working groups of the German Council
on Foreign Relations (DGAP) and a member of Europiische Bewegung Deutschland.
Deutsch received his education in political science and economics from the Free University
of Berlin and spent a year as a Fulbright exchange student at George Washington
University, Washington, DC, in 1988/89.



Dr. Reinhard FELKE

-_ Head of Directorate E B

¢ Federal Ministry of Finance

Reinhard Felke joined Germany's Federal Ministry of Finance in March 2012 as Director
for European Economic and Monetary Union, Bilateral Relations, and EU Enlargement.
He began his career as an international trade and development economist at the OECD
before joining the German Federal Ministry of Economics in 1997, working on economic
and monetary policy issues in European and international context at the ministry's offices
in Bonn and Berlin. Felke then served neatly 12 years at the European Commission in
Brussels, most recently as Head of Unit for Forecasts and Economic Situation and Head of
Unit for Euro Area and Monetary Union. At the commission, he also served as Assistant to
the Director-General for Economic and Financial Affairs, working on economic issues

ranging from fiscal sutveillance to G7/8 preparations to the international role of the euro.



Naoyuki HARAOKA

Executive Managing Director

Japan Economic Foundation

Born in Tokyo in 1955. After graduating the University of Tokyo in 1978 (Bachelor of
Economics), he joined MITI (Ministry of International Trade and Industry) of Japanese
government. Having been posted in the industrial policy section and the international trade
policy section for a few years, he was enrolled in a two year MPA(Master of Public
Administration) programme at Woodraw Wilson School of Princeton University in the US
on a Japanese government sponsorship. After having acquired MPA at Princeton, he
rejoined MITI in 1984 as an economist. Since then he had been posted as Deputy Director
and Director of a number of MITT divisions including Research Division of International
Trade Policy Bureau. He was also posted in Paris twice, firstly, Principal Economist of
Trade Bureau of OECD(Organization of Economic Cooperation and Development) from
1988 to 92 and secondly Counselor to Japanese Delegation of OECD from 1996 to 99.
After coming back to MITI from his second stay in Paris, at the occasion of the
government structural reform in 2001 when MITI was remodeled as METI (Ministry of
Economy Trade and Industry) he joined the efforts to found METI research institute,
Research Institute of Economy Trade and Industry as its Director of Administration. He
became Chief Executive Director of JETRO San Francisco in 2003 and stayed in San
Francisco until 2006. He was Director-General of METT Training Institute from 2006 until
July, 2007 when he left METI permanently and joined JEF as Executive Managing

Director.



Kazumasa KUSAKA

Chairman and CEO

Japan Economic Foundation

Kazumasa Kusaka has been Chairman and CEO of the Japan Economic Foundation (JEF) since
April 1, 2013, and is also a Professor at University of Tokyo Graduate School of Public Policy. He
previously served for 36 years in Japan’s Ministry of International Trade and Industry (MITI), rising
to become vice-minister for international affairs in the reorganized Ministry of Economy, Trade
and Industry (METT) in 2004. During his long career in public service, Kusaka was seconded to the
International Energy Agency (IEA)/OECD and was Japan’s senior official for Asia-Pacific
Economic Cooperation (APEC). He played a central role in Asia’s economic integration, promoting
FTAs in the region as well as serving as a senior official negotiating the Doha development agenda
of the WTO. He was head of Japans Energy Agency and held director-general positions in
technology and environmental policy in addition to trade and investment-related areas within METT.
He was also instrumental in finalizing the Kyoto Protocol, and developing Japan’s energy and
environment policies. Among many other posts Kusaka has held are Special Adviser to the Prime

Minister on Global Warming, senior vice president of Mitsubishi Electric, executive adviser to

Dentsu Inc., and president of the Japan Cooperation Center for the Middle East.



Baron Paul von MALTZAHN

Secretary General
German Council on Foreign Relations (DGAP)

Baron Paul von Maltzahn has been Secretary General of the German Council on Foreign
Relations (DGAP) since 2010. He has read law, history, and Arabic at the universities of
Heidelberg, Munich, and Hamburg, receiving his law degree in 1968. After studying
Political Sciences in Paris, Baron von Maltzahn joined the German Foreign Service in 1970.
His first post abroad was as attaché in Dublin. From 1973 to 1976, he served as press
attaché at the German Embassy in Beirut, followed by three years as cultural attaché in
Paris. In 1980, he moved to Damascus to serve as Deputy Chief of Mission, a position he
would also hold in Algiers (1989-1991). Before becoming German ambassador in Cairo
(2000-2003) he served as Minister in London (1996-2000). From Cairo he moved to
Teheran (2003-2000), Jakarta (2006-2009), and Baghdad (2009-2010). Upon retiring from
the Foreign Service, he took up his current position at the DGAP in September 2010.



Jens NAGEL

Jens Nagel, born 1972, graduated in Economic Sciences from Passau University in 1998.
Since July 2005, Jens Nagel has been working as Managing Director of the International
Affairs Department in the Federation of German Wholesale, International Trade and
Services (BGA) in Berlin. Before joining BGA, Jens Nagel was the Director of the Bonn
office of the Federation of German Export Trade (BDEx) for two years. Before, he worked
in Spain and Argentina. In his current position, he is responsible for the Trade Policy of
German Trade, as well as Trade Promotion and Economic Cooperation. As a member of the
Board of the European umbrella association Eurocommerce, he also represents German
Traders on a European level. He is also the Chairman of the Export Committee of
Eurocommerce and a member of the International Trade Advisory Committee of GTAI

(Germany Trade and Invest).



Shinichi SAITO

Executive Director

International Affairs
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Japan Economic Foundation

Amb. Shinichi Saito is executive director in charge of international affairs of Japan
Economic Foundation (JEF) since April, 2011.

Before assuming this post, he served as Japanese Ambassador to Nicaragua from April
2007 to October 2010. During this period, he actively involved in various Japanese aid

programs in Nicaragua.

Originally, he started his career in JETRO, Japan External Trade Organization, in 1967
where he experienced various sectors such as Marketing Research, Import and Investment
Promotion, Exhibition Projects, etc. He also experienced overseas assignments in JETRO
for three times both in the United States and Malaysia. From April 2003 to April 2005, he

served as chairman of Investment Promotion Committee of APEC.

He also serves as councilor of JETRO from May, 2011 and executive director of Shoko
Kaikan from November, 2011,



Prof. Dr. Eberhard SANDSCHNEIDER

Otto Wolff-Director of the Research Institute,
Head of the China/ Asia-Pacific Program,
German Council on Foreign Relations (DGAP)

Eberhard Sandschneider is Otto Wolff-Director of the Research Institute and Head of the
China/Asia-Pacific Program of the German Council on Foreign Relations (DGAP). He
graduated from the Saar University, Saarbriicken in 1981 in English Language and
Literature, Latin, History and Political Science. In 1986, he received his PhD in Political
Science at the Saar University with a thesis on “The Political Role of the People’s Liberation Army
after the Cultural Revolution”. He finished his “habilitation” on “Stability and Transformation of
Political Systems” in November 1993. He held a position as professor for International
Relations between 1995 and 1998 in Mainz, before accepting a chair at Free University
Berlin in 1998. Between March 2001 and March 2003 he served as Dean of the faculty for
Political and Social Sciences at Free University. In August 2003 he succeeded Karl Kaiser as
the Otto Wolff-Director of the Research Institute of DGAP.



Toshiyuki SHIGA

Representative Director, Vice Chatzrman
Nissan Motor Co., 1.¢d.

Toshiyuki Shiga is the Representative Director, Vice Chairman of Nissan Motor Co., Ltd.,
where he is responsible for External and Government Affairs, Intellectual Asset

Management and Corporate Governance.

Before assuming his current position in November 2013, Shiga acted as Chief Operating
Officer from 2005 and as Senior Vice President in charge of the general overseas market
(GOM) Sales & Marketing division from 2000.

Since joining NML in 1976, Shiga has held a number of positions in Sales operation in Asia

and Corporate Planning,

Shiga holds a degree from the faculty of economics at Osaka Prefecture University.



Kazuhiko TOYAMA

Representative Director and CEO
Industrial Growth Platform, Inc. (IGPI)

Former COO, Industrial Revitalization Corporation Japan, Inc. (IRCJ). After joining the
Boston Consulting Group, Kazuhiko Toyama became a founding member of Corporate
Directions, Inc. (CDI), where he later served as CEO. He was appointed COO of
Industrial Revitalization Corporation of Japan (IRCJ), which was established by Japanese
government in 2003. In 2007, established Industrial Growth Platform, Inc. which aims to

support our clients to achieve long-term and sustainable enhancement of enterprise value.
Outside director of OMRON Corporation and Pia Corporation.

Expert member of Council on Economic Fiscal Policy (MOF). Member of The Tax
Commission (CAO). Member of Committee for National University Corporation

Evaluation, Department of Innovation Program (MEXT).
Vice Chairperson of KEIZAI DOYUKAI (Japan Association of Corporate Executives)

He graduated from the Faculty of Law, University of Tokyo, and holds an MBA from the

Stanford University Graduates School of Business. Passed the national bar examination.



Prof. Dr. Hiroshi YOSHIKAWA

Faculty of Economics
University of Tokyo

Hiroshi Yoshikawa is a Professor of Faculty of Economics at University of Tokyo. From
2009-2011, he was Dean of Faculty of Economics, University of Tokyo. He joined
Faculty of Economics of University of Faculty in 1988. Before joining University of
Tokyo, he was an associate professor of Institute of Social and Economic Research at

Osaka University and an assistant professor at State University of New York, Albany.

Besides his distinguished carrier as an academic working on macroeconomics, he has been
well known as a policy adviser to Japanese government during these two decades and
posted a number of distinguished advisory positions. Among those, he was a member of
Council on Economic and Fiscal Policy, Cabinet Office twice; first from 2001 until 2006
and second from 2008 until 2009. Since 2010, he has been Chairman of Council on
Fiscal Policy, Ministry of Finance and also since 2011, Member of Council on the Tax and

the Social Security Reform, Cabinet, Japan.

He is the author of a number of books and monographs, including Deflation (in Japanese),
Tokyo: Nikkei publishing CO., 2012 and Japan’s Lost Decade, Revised and Expanded
Edition, I-House Press, 2008.

He earned a Ph.D. from Yale University (Supervisor: Professor James Tobin) in 1978 and
his B.A. from University of Tokyo in 1974.



<Observer>
Dr. Takashi UNAYAMA

‘ ~ G ‘ Principal Economist

a- Public Policy Institute
N Ministry of Finance, Japan

Takashi Unayama has been a Principal Economist at the Policy Research Institute (PRI) of
Ministry of Finance since April 1, 2013. He received his Ph.D. degree in Economics from
University of Tokyo in 2004. He was an assistant professor at Keio University and Kyoto
University, and an associate professor at Kobe University and Hitotsubashi University. At
these universities, he taught Japanese economy, Macroeconomics, and Applied
Econometrics. He has been a fellow of Research Institute of Economy, Trade, and
Industry since 2009. His research field is household behavior such as consumption and
female labor supply. His recent publications cover topics related to retirement; public

pension; child benefit and Consumption Tax increase.
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How to get out of the crisis?
Different approaches in Japan and the EU

towards growth

2" JEF-DGAP International Symposium

Berlin, Tuesday, 3 June 2014

Welcome and Introduction

Amb. Paul Freiherr von Maltzahn

Ambassador von Maltzahn opened the 2™ DGAP-JEF International symposium and
welcomed all speakers and guests. He recalled the first joint symposium in 2012 and
emphasized the importance of the relationship between the two institutions and the great
success of the last conference. Whereas the last symposium had focused on trade issues,
energy mix changes after the nuclear disaster in Fukushima and common approaches to the
global climate change, this year’s symposium focused on growth strategies from
“Abenomics” to European austerity plans, the importance of free trade agreements (FT'As)

and the challenge of ageing societies.
Kazumasa Kusaka

Mr. Kusaka emphasized that this year’s symposium would focus on new topics - mainly on
macroeconomics policy issues in both Japan and the EU. JEF as a Japanese institution

promoting economic exchange between Japan and many foreign countries had been



organizing various international conferences and hoped to continue to maintain such

strong ties to its partners.

As Prime Minister Abe had stated in his last visit to Germany: a friendly relationship
between Germany and Japan was an important pillar for Japanese foreign policy. German
corporations had the reputation of hard working craftsmen, quality and high-technology. A
strong cooperation between Japanese and German small and medium sized enterprises
(SMEs) could contribute greatly to the global economy. However, both economies needed
to tackle the crisis and economic standstill. Hence, the symposium would focus on
mechanisms to overcome the economic and financial crisis and on the different approaches

towards growth.

The IMF had stated in its current World Economic Outlook that the world economy was
expected to grow with a rate of 3.6%. The Eurozone growth would account for 1.2 % after
two years of negative growth. Japan was expected to grow at a level of only 1.4%.
Contents of strategies for economic recovery differed greatly as different symptoms
required different treatments. In Japan, monetary easing and fiscal policies of the
“Abenomics” had succeeded so far. Also the fiscal policy tightening in many southern

European countries, like Greece, seemed to be working.

After touching upon different macroeconomic strategies, the symposium would also focus
its discussions on growth strategies. Firstly, the debates would be dealing with the issue of
enhancing productivity through FTAs, as both Japan and the EU were engaging in
mega-FTA negotiations (Japan-EU FTA, TPP and TTIP). FTAs could speed up structural
reform, increase productivity and competitiveness as well as reorganize domestic industries.
Secondly, the symposium would be discussing the problems of ageing societies and
decreasing populations for both economies. Demographic change was seen as a negative
factor for economic growth. The challenge seemed to be finding ways to deal with this
issue and maintain economic vitality in promoting economic and social development. For
Japan, the main strategy to maintain growth in the face of decreasing population was the
employment of more female workforce, whereas in Germany the employment of

immigrants might be a possible solution.



Session I: MACRO-ECONOMIC POLICY

“Abenomics” and Austerity Policy as a way towards Growth
Naoyuki Haraoka (Moderator)

Germany and Japan were encountering similar economic situations: Globalization and
business cycle synchronization was the key to describe the current economic environment.
The EU and Japan were now both facing the same problem of deflation. However, the
solutions were contradictory even though both shared the same goals of achieving
sustainable economic growth. Economic success could be achieved through improving
market mechanisms or pursuing social goals, like equal income distribution. There was
widespread skepticism about the effectiveness of “Abenomics” in Europe. Nevertheless,

Japan believed in its success. Economic policy making could be very contradictory.
Prof. Dr. Hiroshi Yoshikawa

Mr. Yoshikawa focused his presentation on the economic reforms undertaken by the
Japanese Prime Minister Abe (“Abenomics”) at the beginning of 2013. These economic
reforms focused on: Firstly, monetary policy in form of quantitative easing, secondly, fiscal

expansion and thirdly, growth policies in form of structural reforms.

Mr. Yoshikawa illustrated that Japan experienced long phases of extremely slow growth or
even recession, where the bottom of the current business cycle was reached in November
2012. However, since Mr. Abe took office at the end of 2012 the Japanese economy had
kept moderate healthy growth, making the last recession the shortest recession in post war
records. Even though there had been a depreciation of the Yen, the contribution of
exports on this current growth had been quite small. This was rather unusual, as previously
the expansion of the economy in Japan was led by exports. Recently, the main contributor
had been domestic consumption and business investment. Hence, consumption and

investment were the main drivers of the current Japanese economic growth.

A severe problem that Japan was facing was deflation. Even the EU was expecting a
possible deflation and the ECB was speculating on the possibility of further quantitative
easing. In Japan there was a big controversy on the value of quantitative easing at zero

interest rate. If the interest rate had not been zero, the expansion of monetary supply



would have let the interest rate to go down. However, with the interest rate already at an
extremely low point, it was doubtful that a further decrease through the expansion of the
money supply would really boost the economy. The key for Japans deflation were wages.
Japan was an outlier compared to US or Eurozone when it came to the development of
nominal wages. In 1997/98 when Japan had suffered from a setious financial ctisis, Japan’s
nominal wages had started declining, This was the reason why Japan’s deflation was so
sticky. In comparison, countries like the US, UK, Germany and France, where the nominal
wages had grown faster than the real GDP and the CPI, experienced inflation rather than
deflation. In the EU and the United States, labor productivity kept rising rather mildly

whereas nominal wages and prices kept increasing faster.

Mr. Yoshikawa touched upon the issue of Japan’s fiscal deficit. Japan’s fiscal situation was
very difficult as Japan’s debt-to-GDP ratio was above 200%. To emphasize the severity of
the problem, he mentioned that the EU Maastricht criterion allowed less than 60%. To
solve this issue, the government had created a target for 2020 to reach a primary balance.
Japan even committed to this goal amongst the G7 and the G20. In order to achieve this
goal, the Japanese government had raised the consumption tax from 5% to 8% and it
would be raised again from 8% to 10%. In comparison, the EU minimum VAT was 15%;
in Germany the tax went up to even 20%. Japan’s increase of the VAT was still not
sufficient to meet the 2020 target, but in Japanese politics the rise of the VAT was a very
touchy issue. On the expenditure side, social security expenditure was rising steadily. The
biggest part of social security expenditures was pension payment. This illustrated the need

for a social security reform, a new pension program and a new medical insurance program.

Finally, Mr. Yoshikawa stated that in his view innovations and not demography was the
ultimate driving force for economic growth. In advanced economies, the source of growth
was product innovation. Firms that engaged in product innovation must be close to the
market to be able to successfully place them. Hence, it was advantageous if advanced
economies had strong ties and economic relations. Moreover, Japanese companies needed

to increase their investments in order to trigger product innovation and productivity.
Dr. Reinhard Felke

Mzr. Felke spoke about the reforms in the Eurozone. He emphasized that in 2014, the



economy had regained its confidence. The convergence of risk was spreading, credit flows
were stabilizing, there was a gradual normalization in financial markets and investment was
picking up. This was mainly due to collective action by the EU member states. The EU
pushed for structural reforms in the affected countries with adjustment projects guided by
the IMF, the European Commission and the ECB (Troika). The ECB, the EU and the
Euro group had initiated differentiated fiscal strategies, accommodative monetary policies
and the banking union. Before the crisis there had been no tool available to support
countries that had lost access to capital markets. The economic recovery was broadening;
Except for Cyprus, all Euro area countries registered positive growth rates this year. The
recovery was also widening in soft indicators across many sectors, like the corporate sector,
households and improved consumer behavior. Moreover, this year important stress tests
for Euro area banks were carried out to ensure the stability of the European banking
system and to clear doubts about the health and robustness of the banking sector. Besides,

the ECB had taken over the function as a single supervisor.

However, there were still challenges lying ahead. There was a need for change in the labor
market and private household and corporate debt remained very high. The financial
markets in the EU were still fragmented which created barriers to investments for SMEs in
petiphery countries. Moreover, many Euro area member states had a legacy of public debt,
which was now around 20 % higher than before the crises. Unfortunately, the space for
traditional macroeconomic policy was limited as interest rates were already on the relative

rock bottom.

Mzr. Felke also stressed the idiosyncrasy of the Euro area and hence, its distinct tasks in
tackling the crisis. The Euro area was not a national state, it consisted of 18 members states
which were highly integrated. These 18 countries shared a single monetary policy with
rules-bound decentralized fiscal and economic policies. The common rules and institutions
had helped in managing the adjustment path for the affected countries. However, Euro area
member states faced different macro-financial starting points, including large external and

macro-structural imbalances as well as deeply exposed banks.

When the crisis had struck, the impact had been severe; confidence had evaporated, default

risk had risen, financing costs had soared, bank lending had reversed, unemployment had



increased and consumption had fallen. Moreover, investment had stopped and public debt
had jumped, feeding fears of debt sustainability. To tackle these widespread economic
problems, the response had to be comprehensive and on three different levels: macro
response at the Euro area level, country specific response and institutional response. The
macro response at Buro area level had consisted of accommodative monetary policies as
well as differentiated and time-consistent fiscal policy strategies. Country-specific
adjustment programs were guided by the Troika. These programs included structural
reforms to restore competitiveness and to build new foundations for sustainable growth
and to support troubled banks. The institutional adjustments consisted of programs to
stabilize Euro area banks and member states, like the European Financial Stability Facility
(EFSF) as well as the European Stability Mechanism (ESM). Moreover, through economic
governance reform, stronger fiscal rules, a new macro-imbalances tool (MIP) and better

economic coordination via an enhanced European Semester were initiated.

The guiding principles of the crisis responses ranged widely from safeguarding the stability
of the Euro area as a whole, restoring confidence via credible measures and sustainable
solutions, addressing fundamental weaknesses via deep structural reforms to
country-specific differentiation of special adjustment plans. However, there was still a
challenge ahead: The Euro area needed to move from recovery to sustained growth. To
enhance growth and competitiveness and to bring debts to a safe level the EU needed to
maintain a twin-strategy of differentiated fiscal consolidation combined with structural
reforms. The quality of public finances and consolidation needed to be improved.
Additionally, the efficiency of social security systems and public administrations needed to
be raised, the banking union fully implemented and the functioning of the EU internal

market fostered.
Dr. Klaus-Giinther Deutsch

Mzt. Deutsch focused on a comparison of the European and Japanese economic reforms.
He illustrated the lessons for both countries after the crises and their different adjustments
programs. He explained that in Japan, “Abenomics” seemed to work well so far but the
current growth was not sustainable or export-led. Moreover, Japan still faced a far too high

level of public debt and a constant fall in nominal wages in line with widespread pessimism.



Also the EU seemed not to be out of the woods yet and still had major challenges to

overcome.

Japan had been suffering from a bad equilibrium for decades (1990-2013) and had only
been entering a benign equilibrium from 2014 onwards. The real GDP growth had declined
from above 4% on average in the 1980s, to 1.5% in the 1990s, 0.6% in the 2000s, but
recovered to 1.4% in 2010-2014. In the next 2-3 years, growth and inflation might
“overshoot”. Real GDP growth would be 1.5% to 2% and the output gap would close
while inflation might be above 1%. The policy of “Abenomics” had been performing well
until now: The fiscal stimulus had worked initially in supporting demand, the monetary
policy had broken the long-held deflation expectations of firms but households still held
deflationary expectations due to the history of falling nominal wages. Hence, completing
“Abenomics® would be important. However, consumption had picked up and wealth
effects were kicking in. Investment was also likely to rise and productivity as well as wages
might follow; but a brake in wage setting behaviour would be important. Fiscal policies
would have to move from stimulus to lowering the public sector deficit gradually in order
to achieve a balance. However, there was a big gap between the strength of corporate Japan
and the troubles of Japan as production site which was similar to Germany. The political

opposition to structural reform was well-established and hard to break.

In the Euro area, the key factors for adjustment were deflation and internal devaluation,
bank and corporate deleveraging, reallocation of investment into tradables, turn-around in
trade and current account balances, gradual fiscal adjustment and structural as well as
institutional reforms. The financial repair in the Euro zone had taken too long, but it still
had been much faster than in Japan. Financial, corporate and household balance sheet
repair took much longer than cyclical improvement and limited growth. Hence, enhanced
institutional and structural reforms were necessary even though fiscal policy was on a
medium-term consolidation path in most countries. However, monetary policy faced a

heterogeneous environment and aggressive monetary policy might become necessary.

Finally Mr. Deutsch illustrated eleven lessons from the recent policy changes:
(1) Dramatic economic situations required comprehensive and dramatic responses.
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“Abenomics fulfilled this criterion, if it was fully implemented. Euro area



adjustment policies were still incomplete.

(2) Growth-, productivity- and innovation-oriented policies were important in crisis
times.

(3) Fiscal adjustment should follow financial stabilization and economic recovery.

(4) The Japanese crisis responses to the 1992-2001 financial crisis were not sufficient
and had led to two decades of sub-standard economic performance on growth,
inflation, income and public finance.

(5) The main factor for Japan had been tight monetary policy coupled with
inappropriate banking policy leading to prolonged “deleveraging” and deflation.
There had not been a sufficient amount of structural reforms.

(6) Euro area adjustment had gone through several phases: bank rescues, stabilization
of financial markets, counter-cyclical policies, sovereign debt crisis management,
fiscal adjustment and structural reforms, governance reforms as well as the creation
of a banking union.

(7) There were monetary and banking policy problems for supporting the recovery
through lending as long as the private sector kept repairing its balance sheet by
deleveraging.

(8) The reallocation into tradables worked well and fast but did not pull the sluggish
domestic economies along as domestic demand kept constrained.

(9) Continued economic divergence created problems in monetary and fiscal policy
fields for the Euro area.

(10)  Governance issues had real consequences - positively and negatively. A credible

fiscal and banking framework was crucial.

(11)  Due to the incomplete and partly delayed policy responses to the governance,

economic, monetary and banking issues in the Euro area, the return of the Euro

area to acceptable paths of output and employment growth was very slow.

Session I Q&A

The discussion focused on the different reforms and responses to the crisis in the two
economies. A participant questioned the point of a panelist that the problem of
demography was overrated. This might miss the point that the rise of social expenditures

also included pension expenditures which were a clear linkage between demographics and



the fiscal situation in Japan. The panelist clarified that in his opinion, demography was not
the main problem for the persistent sluggish growth in Japan but rather the lack of
innovation. He stressed that the key for growth in Japan were innovations and corporate

investments.

In response to another participant’s question concerning the structure of the Japanese debt
problems and revenue/expenditure imbalances a panelist stated that a reduction of
government debt through an increase of the consumption tax might be difficult. Japan was
a tax sensitive economy. It was clear that to reduce debt a tax rise to up to 15% needed to
be the goal. However, this target would be very difficult or even impossible to achieve on a
political level. Moreover, to reduce the government debt, expenditure side adjustments
were needed and should include structural reforms and reforms in social security
expenditures. The administration of Prime Minister Abe had already reacted and was

tackling these issues.

Another participant stressed that EU-reforms and adjustment programs might not be
fulfilled as various member states were not able to achieve their targets in the adjustment
plans. For example in the case of Spain and Slovenia, the Macroeconomic Imbalances
Procedure (MIP) had revealed that the two countries were having excessive balances.
Hence, the question arose of how deep the government reforms really went and if they
could produce the desired results. In response, a panelist clarified that there was founded
evidence of the positive effects of the reforms and their implementation. Countries were
following their multi-annual adjustment paths and the governments were taking their tasks
seriously. The deficit of Euro area countries had been at around 7% and would now be
down to around 3% in the course of this year. Moreover, Spain and Slovenia had taken
special action together with the ECB to correct there imbalances and to implement a
review mechanism for their developments. However, there was unfinished business and
room for improvements. There was also need for adjustments on the way of how the EU
set out their reform recommendations as they needed to be different for different states

and economies and flexible in nature.

Lastly, the issue of a fall in wages in Japan was being discussed. In other countries which

had been affected by the crisis like the United States and various Euro zone countries the



wages had been increasing during the last years. However, wages could only increase if the
growth was productivity driven. However, in Japan jobs were mainly created in the service
sector, which was not a productive sector, while jobs in manufacturing or other productive
sectors were decreasing. In comparison, Germany had always managed to maintain its
level of jobs in the manufacturing sector which inter alia made increasing
productivity-driven wages possible. Japan could learn from the German labor market
reforms but these would be complex and timely issues because the German model could
not be applied one to one. Japan needed reforms in unemployment laws, insolvency issues

and a more flexible labor market.

Session II: GROWTH STRATEGIES
Part 1: Increasing Productivity and Competitiveness through Trade

(EU-Japan FTA, TTIP, TPP)

The second session focused on the topic of growth strategies. In the first part of the

session, trade agreements and their importance for both economies were discussed.
Toshiyuki Shiga

Mr. Shiga stressed the importance of free trade agreements (FTAs) as they could be a
motor for growth and increased productivity. He especially saw great potential in FTAs for
the automotive industry where there was a pressing need for a harmonization of standards
and a reduction of technical barriers to trade. Japan saw great demand for increasing
synchronization of technical standards. Especially in the automotive industry, great

efficiency gains would be produced.

Mzr. Shiga also stressed the importance of addressing global issues on a global level. The
challenges that were lying ahead needed to be tackled collectively on issues like global
warming, zero emissions and zero fatality of vehicles, improved electrification and vehicle
intelligence. Moreover, there was a need for sustainable mobility on a global basis and
advanced technologies had to be made accessible to emerging economies. The automotive
markets in both the EU and Japan were already strongly connected but further integration

of common rules were needed. Mr. Shiga emphasized that from an automotive industry



perspective, EU and Japan should take the lead and accelerate harmonization activities
within the framework of the EU-Japan EPA. EU and Japan had a strong relationship in the
automotive business. For example, Japanese automakers had a lot of production and R&D
facilities in the EU. Taking advantage of the close ties between the European and the

Japanese would help to accelerate more harmonization of regulations.
Jun Arima

Mr. Arima focused on the importance of increased productivity and competitiveness
through an enhanced trade environment for both Japan and the EU. He stressed that
export and investment were crucial for Japan as it was currently experiencing a trade deficit.
The companies that were investing overseas could benefit greatly from an economic
partnership agreement (EPA) through free remittances, a transparent investment regime,
smoother supply chains, open government procurement as well as liberalized services and
investment. Companies that were operating in Japan could benefit through the elimination

or reduction of tariffs and trade remedies.

As part of the third arrow of the “Abenomics”, the Japanese government was promoting
the “Global Outreach Strategy” where it tried to promote economic partnerships through
raising the FTA ratio from 19% to 70% by 2018 and accelerating regulatory reforms. The
government would also try to further tap into global markets and increase domestic
globalization. Japan was playing an important role in the creation of many regional and
bilateral FTAs. The benefits of mega-FT'As were significant. Mega FT'As were building a
precursor of a new international trade order. They covered comprehensive rule making and
not only trade but also investment, service and government procurement. These FTAs
included WTO Plus rules with a wider coverage in e.g. environment and labor standards.
Mega-FTAs facilitated the global value chains through improved market access and clear
rules for trade. There was also the domino effect of FTAs as they might stimulate each

other.

The negotiations for the EU-Japan EPA/FTA had started in April 2013 and there had been
five negotiation rounds Japan was interested in the elimination of high tariffs on industrial
products and regulatory issues that Japanese companies were facing in Europe. The EU’s

interests were mainly in the elimination of non-tariff barriers, open government



procurement and the elimination of tariffs on the main export products to Japan. However,
Japan would also want to address non-tariff measures in the EU in areas like the

automotive industry, the pharmaceutical industry and food safety.

Japan was also engaged in the negotiations for the Trans-Pacific-Partnership (TPP) where it
tried to negotiate a comprehensive agreement with the United States and other
trans-Pacific countries like Australia, Mexico, Singapore, etc. Together with the
Transatlantic Trade and Investment Partnership (TTIP), TPP and EPA could form a
triangle of mega-FTAs sharing common values and promoting rule making for a new

global trade and investment order.
MinDirig Christian Berger

Mr. Berger focused on the German perspective and advantages of FTAs. Considering that
the share of German exports on the GDP was more that 30%, the gains of free trade were
significant and undoubtable. German companies wanted to engage in foreign markets and
German quality was internationally recognized and an important driver of German

CXPOI‘tS.

The focus of the WTO negotiations were not only about market access but rather
achieving a set of standardized rules for all. For Germany, the main focus of achieving
greater access to international markets was still within the WTO negotiations. However,
Germany or rather the EU, as it held the negotiating mandate, also engaged in bilateral and
plurilateral negotiations. FTAs might build stepping stones for global solutions. The
negotiations on TTIP and TPP had shown that there was a shift in negotiating topics as
core tariffs played an inferior role. A much larger impact lied in the harmonization of
standards as well as less bureaucratic borders. Liberalization in these areas would help to
achieve greater efficiency and could serve as a stimulus for the economies. It would also

have a major impact on R&D activities.

Mzr. Berger illustrated the gains of liberalized trade and a harmonization of technical
standards within an EU-Japan FTA with an example of German exports to Japanese
railway industries. The Japanese railway system consisted of three different groups which

were all having different standards and product requirements. German companies



producing for the Japanese railway market had to bear high costs in meeting all these
different standards. A differentiation in areas like these was costly as Germany could not
deliver to a single market. A harmonization could reduce costs drastically but achieve
similar levels of quality and safety. Moreover, public procurement in areas like these needed

to be liberalized to ensure fair competition for all producing companies.
Jens Nagel

Mr. Nagel as a representative of the BGA (Federation of German Wholesale) focused on
the benefits of liberalized trade and FTAs for German SMEs. He stressed the importance
of SMEs for the German market as they represented the whole value chain as well as both
importers and exporters. He saw the importance of removing barriers to trade on both
sides, not only for German exporters but also for German importers as both were equally
important for the German market and would benefit from liberalized trade. The concept
of global trade was changing rapidly. The current international market was consisting of
highly integrated global value chains. A new concept of global trade was needed to cope

with current challenges and developments.

In the 2013 Global Competitiveness Report Germany had ranked 4, illustrating that
German businesses and the German market seemed to be functioning well. This success
was due to Germany’s flexible labor laws, the infrastructure of the labor market, skilled
labor and relatively low labor cost. German companies were strong in exports and open to
many markets. Germany had a strong position in nearly all world markets. However, there
was a need for innovative value chains. Industries like the wholesale sector, the retail sector,

service providers, etc. were always a hub for value creation chain.

Germany was benefiting from increased demand from emerging countries. Germany
offered solutions for global mega trends like green technologies, products contributing to
environment and climate protection, energy solution etc. Germany’s economy was based
on a wide range of sectors and the backbone of the German market were SMEs. Many
SMEs were market leaders in their niche market. However, there was still a huge potential
as only 15% to 18% of the SMEs were exporting or importing. For them to engage in
trade might tap this potential but in the current trade order this might be too complicated

and costly.



The first best option for new trade policies for the BGA would be a comprehensive
framework within the WTO. Trade rules were much easier to understand for SMEs on a
global level than in various regional trade agreements. However, currently the EU had no
other option but to engage in negotiations for regional trade agreements. The look at mega
FTAs illustrated the great gains for companies when engaging in international markets.
However, the current public discussion surrounding mega-FTAs like TTIP were rather
controversial. Even though this agreement might not have as many advantages for SMEs as
for big industries, the importance of TTIP for Europe as an engine for growth and an
opportunity after the crisis was evident. Moreover, there was a strategic interest for

European companies to set industrial standards for the next decade.

The BGA had been promoting the bilateral trade agreement with Japan as Japan was an
interesting market for German SMEs. Unfortunately, trade barriers were high and the
Japanese market was complicated. For the EPA with Japan, the EU- Korea FTA could be
taken as a blueprint. Korea had a similar market environment to Japan and this FTA

seemed to produce positive outcomes for both markets.

Session II Part 1 Q&A

A participant commented on Mr. Shiga’s statement that the trade balance between Japan
and Germany in automotives was equal. This figure needed to be amended by the fact that
many Japanese companies had their production sides within Germany or the EU. Hence, a
large number of imports or export to Japan was intra-company trade and did not account

for the real trade balance.

A panelist answered the question of a participant concerning the tariff schedules within
the TPP. The TPP was consisting of different tariff schedules as it was not one agreement
with a uniform tariff schedule but rather a collection of many different bilateral
agreements between participating countries. TPP was aimed to be a free trade area and the
different agreements were stepping stones to a uniform tariff schedule for all in the
FTAAP (Free Trade Area in Asia Pacific). The panelist also addressed the question of
resistance in the Japanese agricultural sector towards liberalization in FTAs like TPP. The
panelist outlined that Japan was determined to agree on TPP as it was fundamental for not

only an economic but also a political alliance with the United States. Moreover, the



Japanese government had already agreed upon openings of former “sacred” agricultural
sectors. The Abe administration had already decided to abolish a protectionist regulation
on rice illustrating its seriousness about structural reforms. The agricultural sector needed
to increase its competitiveness as a lot of export potential lied in within it. The panelist also
focused on the topic of the openness of FTA negotiations in Japan. The Japanese
government had held public consultations about the impact of such agreements and had
been very open about the relevant topics of such agreements. However, of course the
actual negotiations were held in secret as this was the standard rule for all trade

negotiations.

A participant emphasized the resentments that had to be overcome when publically
addressing issues like the impact of FTAs. The current debate in Germany surrounding
TTIP was clouded rather negatively. FTAs could deliver growth and there were many
strong economic arguments for such agreements but these did not always deliver strong
political arguments. Today, there was a new focus on trade negotiations. Earlier, these
negotiations were about cutting tariffs now they focused on harmonization of standards
and rules. Companies did not like tariff cuts in their home markets as increased
competition was feared but for consumers this meant cheaper products. Now this had
switched as companies liked standardized rules across all markets but people feared a loss
of their existing standards on health, hygiene, safety etc. Hence, to improve the political
argument it might be advisable to focus the negotiations as well as the public debate on

setting new global standards on green growth and environment.

A panelist addressed the question on the impact of the EU-Japan FTA for SMEs. In such
agreements there would always be companies that would win and some that might lose.
However, the overall feeling in Germany and from the side of German SMEs was a rather
positive one as Japan seemed to be a promising market especially for those SMEs that were
not yet exporting. There was an important strategic focus to inspire more SMEs to export.
Hence, from a German perspective there would be great gains also for SMEs rather than

negative effects.



Session II: GROWTH STRATEGIES
Part 2: The Challenge of ageing Societies

In the third panel, the three speakers illustrated the challenges that were arising from the
demographic changes in Germany and Japan — the problems for the growth outlook in

both economies as well as solutions to deal with these issues and ensure productivity.
Kazuhiko Toyama

Mr. Toyama focused his illustrations on the demographic change Japan was facing and the
impact of this change on the society, the economy and government actions. Japan was
encountering an ageing society — people were growing old and lived longer than they did
decades ago while fertility rates were low. This was a long-term and structural problem for
Japan. From the 1950s, the productive labor force (15 to 64 years) in Japan had undergone
a rollercoaster shift from historical surplus over past sufficiency to a recent lack. Forecasts
showed that the average life span of Japanese people (both male and female) was
continuously increasing. Therefore the population of people of 65 years of age and older
was gradually rising. Additionally, over the last 20 years, there had been a significant
increase of first time marriages over 30 years of age coupled with low fertility rates. The
migration of young people to large population clusters further stimulated the overall

population decrease.

The recent sense of labor shortage was not a temporary phenomenon but rather a chronic
and structural issue. Now, all depended on the young female population (20 — 39 years of
age) as they built a key variable for the working population as well as a factor for higher
tertility rates. In 2040, it the young female population decreased by more 50%, there was a
high potential especially in rural areas that population might cease completely. To achieve
sustainable economic growth a favorable cycle of promotion of corporate metabolism and
innovation, improvement of competitiveness and productivity and an increase of workers’
wages was needed. Moreover, countering negative growth labor market reforms were
needed — labor productivity needed to increase. Even though labor productivity was high in
many sectors, over 80% of all Japanese SMEs were in the service industries where

productivity was generally lower.



Mr. Toyama emphasized the fact that a more dynamic labor market was needed as this
would be the key to further sustained growth in Japan while the exchange rate and other

macroeconomic denominators only played an inferior role.
Dr. Steffen Angenendt

Mr. Angenendt focused on the challenges of demographic change for the German society
and economy as well as the better integration of immigrants as a solution for sustaining the
productivity of the German labor market. The topic of demographic change was a difficult
one as negative growth seemed a distant topic in Germany. However, demographically
Germany was facing the same problems as Japan in having more deaths than newborns
and thus a decreasing population. While the population was decreasing, the life expectancy
was growing, This phenomenon was increasing the young-old-age-dependency ratio and
social expenditures. The German workforce was shrinking. The main labor market
shortages that would occur until 2025 would be in health care workers, IT experts,
engineers, sales managers and financial experts. Moreover, there was an unequal population
development across Germany. In comparison, in the rest of the world the population was
rising which was contributing to a decreasing competitiveness in Germany. There was also
a change in global income distribution. In 2050, 80% of the global economic growth would
be produced from outside Europe and North America, new middles classes would arise
mainly from developing and newly industrialized countries like Brazil, China, India,

Indonesia, Mexico and Turkey.

To sustain productivity and growth the solution for Germany lied in migration and better
integration of foreign workers. The long-term development of the foreign labour force in
Germany showed that throughout the last four decades there had been a structural change
in the foreign population. This seemed to be the main integration challenge. In the early
1960s, the foreign population was nearly entirely gainfully employed. This had dramatically
changed over time. Today, only one fourth of the foreigners living in Germany were
participating in the labour market. In total, the foreign population became more and more
“normal” in a demographic sense as the share of non-working persons had steadily grown

and had come close to that of the non-immigrant part of the German society.

Unfortunately, the economic, social and political implications of demographic change were



not seriously addressed in Germany. There were still no adequate political and
administrative structures on the federal level. The existing strategies were short-term,
limited in scope and based on the assumption that demographic risks would be managed.
The German government was not officially promoting migration as a solution but de facto
opened up for more foreign workers. However, this strategy could backfire as fostering
migration without a serious public debate on risks and benefits might only give rise to
anti-foreigner sentiments and populist drawbacks. There was a broad political debate
needed on mid- and long-term demographic risks, on growing disparities between growing

and shrinking regions and on the options and limitations of public policies.
Nicola Briining

Mrs. Brining illustrated the practical company-based response to the demographic change
in the workforce for BMW. Firstly, Mrs. Briining stressed that BMW was trying to preserve
and increase the performance and innovation potential with an aging workforce. The aim
was to promote health, and to increase performance and competencies of employees,
manage the demographic change proactively with a holistic and preventive approach to
form an efficient and innovative workforce, create the environment for young employees to
age in a healthy way and for older employees to bring in their unique strengths. Older
employees had unique potentials as they were highly experienced and ensured
company-specific know-how, decision-making abilities, quality awareness, discipline,
reliability and loyalty. The physical ability of older associates did not necessarily decrease
over time. It could be stabilized and improved with effective counter-measures. BMW
tried to promote individual health care, nutrition and exercise, qualification and leadership

behavior as well as ergonomics and individual working time flexibility.

Secondly, Mrs. Brining also saw a chance in immigration for the German economy. The
economic crisis had led to a dramatic increase in immigration to Germany. The German
economy profited from increased levels of immigrants because immigrants from Southern
and Western Europe were comparatively well educated. The shortage of highly-skilled
workers could be addressed through immigration. The potential of highly-skilled
immigrants should be harnessed in order to combat the growing shortage of highly-skilled

workers in Germany. The recognition of foreign diplomas must be streamlined and more



German-language programs for foreign workers were needed.

Session IT Part 2 Q&A

A panelist addressed the question of refugees and their possible positive impact on the
labor market. The number of refugees entering into the EU and seeking asylum in
countries like Germany was growing steadily. However, the current refugee policy was very
much misguided not with regard to the procedures but rather how these refugees were
treated and recognized in the German society. There was no record of what kind of
qualifications these people could bring into the country. There might be great potential and
these people might be very useful for the labor market especially considering current
shortages. There was a need for a systemized overview of the skills that refugees or asylum

seekers possessed not only with regard to their formal qualifications.

A participant stressed that for Japan, the idea of an increased female workforce was clear
and very much accepted, whereas the integration of foreign workers was very much
controversial. The current shortage in the Japanese labor market was mainly occurring in
construction and basics service industries. There was a clear shortage of simple workers, in
jobs many immigrants could fulfill. Unfortunately, Japan was observing that the untied
movement of foreign workers came with a lot of public and political resentment. The

question of how to cope with these resentments arose.

Another suggestion of a participant on the potential of the use of robots and intelligent
technologies was not substantial as their technologies were providing solutions for some
kind of very special production methods. To this date, these technologies could not replace

most routines hence there they built no real solution for any labor market shortage.

A panelist proposed that another solution might lie in a better education and utilization of
the current population in order increase the number of skilled workers internally. To
achieve this goal, the number of school and university dropouts needed to be reduced. By
doing so, about 300,000 jobs could be created until 2025 in Germany. Moreover, a greater
participation of female workforce might also increase the German working population by
around one million until 2025. An increase in the pension age to 67 or 68 would bring

another million. However, it became clear that the largest potential lied with immigration.



Immigration would be Germany’s single most important tool as the other solutions also
had their weaknesses. For example, there could be a conflict of increased female workforce
and raising fertility rates if social structures were not really adequate. Moreover, there was
no empirical evidence for any political incentive to raise fertility rates as this was a highly
complex decision. There was no industrialized country with high female participation and

high fertility.

Closing Ceremony
Amb. Paul Freiherr von Maltzahn

In his closing remarks, Ambassador von Maltzahn thanked all participants for this year’s
return of the Japanese experts to the DGAP and the interesting talks and discussions. The
symposium had focused on many relevant and current issues. Both Japan and Germany
shared a slight optimism and confidence about their economic developments even though
there were still challenges to be overcome as the discussions in the first session had
outlined. The debates on FTAs had changed compared to the debate during the last
symposium. Since then, FTAs were on their way in a global fight against protectionism.
Multilateral agreements were still the main goal but could only be achieved step by step.
Both Japan and the EU wanted to be part of a new global trade order and both were
negotiating with the United States. In the third panel however, it had become clear that
there was a division between global and local trends as both Japan and Germany were
facing a change in demography. The panel had given an insight into the structures and
challenges of demographic change, the need for public debate on immigration and the

already practiced measures to tackle the problem.
Kazumasa Kusaka

Mr. Kusaka thanked all participants for the rich and deep discussions of the symposium.
Many similar opinions on the discussed issues had been illustrated but also different
approaches and problem solutions to current challenges. Moreover, participants were able
to learn from each other and understand different opinions. However, there was still room

for more exchange and future cooperation between JEF and the DGAP.

End of Symposium
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Consumer Price Index (YOY%, 2005-2014Matr.)
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Five-year Cumulative Changes

5EZE ZEILEDRE (Japan)

70 —
EHM

60 ——— @mM2+CD
50 cpI

40

20

10

10 1986-1990 1991-1995 1996-2000 2001-2005

Year

Source: Bank of Japan




¥ THE UNIVERSITY OF TOKYO

The Key of
Japan’s Deflation
Is
Wages

(¥ THE UNIVERSITY OF TOKYO

Nominal Wages of Japan, US, and EURO Area
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Consumer Price Index and Wages

(YOY @rowth Rate after Year 2000)
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Labor Productivity and Wages
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JPY/USD Rate (2001- May 2014, Monthly)
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JPY/EUR Rate (2001- May 2014, Monthly)
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Yen Effective Real Exchange Rate (2001-Mar.2014)
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Fiscal Deficits
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Primary Balance (relative to GDP)
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Social Security / GDP
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Innovations
Not Demography

The Ultimate
Driving Force of
Economic Growth
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Demography

million people

I 1 Estimation value
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Population and GDP 1870-1994: Japan

Japan's Population and Economic Growth (1870-1994, 1913=100)
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Slowest Growing Populations
(Average Annual % Change, 2010-15)

1|Moldova -0.68 16|Estonia -0.07
2|Bulgaria -0.66 Japan -0.07
3|Georgia -0.59 18|Cuba -0.05
4|Ukraine -0.55 19|Puerto Rico -0.04
5|Lithuania -0.44 20|Greenland -0.01
6|Latvia -0.38 21|Poland 0.04
7|Belarus -0.32 22|Portugal 0.05
8|Virgin Islands (US) -0.25 23|Montenegro 0.08
9/Bosnia -0.24 24|Macedonia 0.12
10|Romania -0.23 25|Haiti 0.13
11|Germany -0.20 26| Taiwan 0.15
12|Croatia -0.19 27|Austria 0.16
13|Hungary -0.16 Slovakia 0.16
14|Russia -0.10 29|Bermuda 0.19
Serbia -0.10 Channel Islands 0.19
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Growth Accounting

Yearly average
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Demand Creating Innovations
and Economic Growth

Demand for Final Goods
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The .
Economist

N 28
The Economist, April 21 — 27 2012
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Third Industrial Revolution

Offshore production isincreasingly
moving back to rich countries not
because Chinese wages are rising,
but because companies now want to
be closet to their customers so that
they can respond more quickly to
changes in demand.

The Economist, April 21 — 27 2012, P.13 -
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@ Dr. Reinhard Felke, Head of Directorate E B, Federal Ministry of Finance

@ Bundesministerium
der Finanzen

Crisis response in the euro area

* % %

Main elements, guiding principles and results

Reinhard +elke*

Federal Ministry of Finance .
" How to getout of the crisis?
Different approaches in Japan and the EU towards growth
2nd JEF-DGAP International Symposium
Berlin, 3 June 2014

* The opinion expressed in this presentation are those of the author and
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The euro area economy in 2014

The good news first...

e Confidence has returned...
« Convergence of risk spreads; stabilising credit flows; gradual
normalisation in financial markets; investment is picking up

...thanks to collective action by Member States; ECB;

EU/Eurogroup (programmes; differentiated fiscal strategy;
accomodative monetary policy; ESM; governance reform of EMU;
Banking Union etc.)

e Economic recovery is broadening

* GDP forecast to expand in 2014 (1.2%) and 2015 (1.7%), including
in vulnerable countries; intra-area adjustment is progressing

e Supply side reforms show results BundesminiStriom det FNaTZon |
2 DDDDDDE@\H
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The euro area economy in 2014

...the challenges and risks:

* Recovery to remain weak

— unfinished deleveraging, competitiveness adjustment; lingering financial
market fragmentation and uncertainty

— too weak for strong employment creation and swift recovery of lost output
— High unemployment could persist and affect long-term growth (,hysteresis*)

» Legacy of high level of public debt
e Limited policy space
* Bank asset quality review and stress test in 2014

* New risks from external environment

5 R Iy v By
Bundesministerium der Finanzen
3 E D BB EE @
Berlin
El BB EE @
The challenge
,'This time is different‘. It almost never is“. (Reinhardt & Rogoff)
but ,EMU sui generis* (Barry Eichengreen)
So, anything special about the euro area crisis ?
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The challenge

Euro area idiosyncracies:

» deep economic and financial integration of 18 Member States (=>
spillovers)

» single monetary policy + rules-bound decentralised fiscal and
economic policies

e Common rules and institutions (Commission; fiscal surveillance)...

e ...butinitial gaps in EMU architecture
— E.g. No national ,lender of last resort* (=> cannot issue own debt); no
significant central budget; no financial stability tool; no single supervisor
» Different macro-financial starting positions across euro area
Member States, including large external/macro-structural
imbalances and deeply exposed banks in some (=> vulnerabilities)
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The challenge

* Vulnerable starting conditions when the crisis struck:

Nominal Unit Labour Cost
(Index, 1999=100)
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Vulnerable starting conditions when the crisis struck:

Current Account Balance

e Accumulated
external
imbalances

* Risk of sudden

stop
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Interest Rates on Government Bonds

Debt Restructuring ° Conﬂdence
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e Default risk rose

* Financing costs

\\ soared
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9% cahnge GDP

Real GDP Growth and Eurostoxx 50

6 5.000
4.500
4.000
3500 3
k]
£
0 3.000 g
a
2500 g
2 200 5
-
4 1500 3
1.000
-6
500
-8
2007 2008 2009 2010 2011 2012 2013 2014 2015
mmmm Euro area  mmmm United States  mmmm Japan == DJ Eurostoxx 50

Growth slumped

Unemployment
increased

Consumption fell
and investment
stopped
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The crisis impact
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The crisis response — guiding principles

» safeguarding the stability of the euro area as a whole

¢ restoring confidence via credible measures and sustainable
solutions

e addressing fundamental weaknesses via deep structural reform

¢ combining solidarity with conditionality, setting incentives for
structural adjustment in Member States concerned

« Country-specific differentiation
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¢ Macro response at euro area level
— Accommodative monetary policy + unconventional measures
— Differentiated and time-consistent fiscal policy strategy

¢ Country-specific
— Adjustment programmes (guided by Troika = Commission + ECB + IMF)

— Wage constrains and structural reforms to restore competitiveness and
build new foundations for sustainable growth

— Shoring up troubled banks within EU state-aid regime

¢ Institutional
— EFSF/ESM
— Economic governance reform (stronger fiscal rules; new macro-imbalances
tool; better economic coordination via enhanced European Semester)
— Single Supervisory + Resolution Mechanism; Single Rule Book
— European System of Financial Supervisors; Macro-Systemic Risk Board
Bundesminis.eviu.m dg Fm:nze.n =
13 o R [ I o
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Exports of Goods and Services
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Responsiveness to Going for Growth recommendations across OECD countries,
2011-12

SLPLELIP PSP EEP 0PI ELIPIASLES S S 4PS 48

N S T &
=R i rate ponsi rate adjusted for the difficulty to undertake reform
[ | [ |
Bundesministerium der Finanzen
19 5 = |
Berlin
Bl B EEE

*

Bundesministerium

der Finanzen

Eurozone public sector deficit in % of GDP

wl N\ A
AN\ N\

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013p 2014p 2015p

[ =
o Bundesministerium der Finanzen
Source: Commission Autumn Forecast, November 2013 B EE D

[= =]
Berlin
[ = I = = I = = Ry = |




& Bundesministerium
der Finanzen

100

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013p 2014p 2015p

B E B EEE
o Bundesministerium der Finanzen
Source: Commission Autumn Forecast, November 2013 = [ s [ s [ s
Berlin
Il EEEEE

QIE:.“E::?QZ’:’““’“‘“
Public debt in international

comparison
- 2013 in % of GDP -

3000 +

240,0

180,0

120,0

60,0
0,0
DEU FRA UK ESP  Eurozone  USA IRL PRT ITA GRC Japan
[ = = = R Ry |
o Bundesministerium der Finanzen
Source: Commission Autumn Forecast, November 2013 o T s T s O s Y s O o A

Berlin

@@ EEE




« Move from recovery to sustained growth

* Maintain twin-strategy of differentiated fiscal consolidation
combined with structural reforms to enhance growth and
competitiveness and to bring debt levels to safe territory

» Improve the quality of public finances
— Improve quality of consolidation
— Raise efficiency of social security systems; public administrations etc.

¢ Implement Banking Union (SSM/SRM); consolidate banks

e Foster the functioning of the EU internal market
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@ Dr. Klaus Giinter Deutsch, Senior Economist, Head of Berlin Office, Deutsche Bank (DB) Research

Deutsche Bank

Ending deflation in Japan vs.
containing deflation in the
euro area

2"d JEF-DGAP International Symposium
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Abenomics

2 Euro area adjustment

3 Lessons

3 June 20.
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The Japanese economy in perspective /

The Japanese economy is exiting from a bad equilibrium (1990-2013)
and is entering a benign equilibrium from 2014 onwards

Real GDP growth declined from above 4% on average in the 80s, to
1.5% in the 90s, to 0.6% in the 2000s but recovered to 1.4% in 2010-
2014 (F) thanks to a special effect of the rebound. 2014 is turn.

The path forward should be characterized by 1% growth potential (2%
nominal growth, 2% wage increase and 1% inflation).

In the next 2-3 years, growth and inflation might “overshoot”. Real GDP
growth will be 1.5-2% and the output gap will close. Inflation may be
above 1%.

The policy of “Abenomics” has been performing well until now.

Fiscal stimulus worked initially in supporting demand.

Monetary policy broke the long-held deflation expectations of firms by
announcing a 2%-target (within 2 years) in 4/13 and by buying bonds.

Household still hold deflationary expectations due to history of falling
nominal wages. Wage deal this spring crucial. A tight labour market helps.

Deutsche Bank Dr. Klaus Deutsch
Research 3 June 2014

Completing ,Abenomics” will be important 7

Consumption has picked up and wealth effects kick in.

Investment is likely to follow upwards, bank lending and money supply
(M2) turned positive in 2011/12. Structural reform would be an important
“signal” supporting capital expenditure.

Productivity and wages might follow but brake in wage setting behaviour
important.

Monetary policy will maintain its course and may need to deepen.
Base money increase might well replace depreciation effect on inflation.
Communications might have to be stepped up.

Fiscal policy will have to move from stimulus and the two-step VAT tax
hike to a comprehensive medium-term fiscal adjustment path lowering
the public sector deficit gradually to balance. A tax-oriented strategy is
quite appropriate given the low tax-GDP ratio.

VAT will increase from 5% to 8% in Q2/14 and to 10% in Q4/15.

Fiscal tightening in 14: 0.3%, in 15: 0.5% (IMF)

Deutsche Bank Dr. Klaus Deutsch
Research 3 June 2014




Medium-term prospect /

Real and nominal growth may now go together. Good news. Core
inflation is trending up but remains still below 1%

Fiscal target of a primary balance in 2020 should be supported by
medium-term plan. Fiscal policy might be a small drain for many years

Structural reforms (“third arrow”) of product and labour markets should
support medium-term trend growth prospects.

This is essential for success beyond 2016/17.

Microeconomic, trade and innovation policies should promote growth
and are essential to cement positive inflation expectations, too

Big gap between strength of corporate Japan and troubles of Japan as
production site (similar to Germany)

Political opposition to structural reform is politically well-established,
hard to break (sometimes by “gaiatsu”) and poses substantial downside
risks to the economy

The monetary powder has been shot already...

Deutsche Bank Dr. Klaus Deutsch
Research 3 June 2014
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Euro area adjustment: the key factors /

Euro area crisis countries must, and do, adjust and rebalance
Demand deflation and internal devaluation, bank and corporate
deleveraging, reallocation of investment into tradables, turn-around in
trade and current account balances, gradual fiscal adjustment and
structural and institutional reforms must, and do, occur

Recession and subsequent soft patch of output, employment, prices,
wages and credit for a period of 5-7 post-crisis years “normal” given
combination of credit, real estate and sovereign debt crisis

Financial repair took too long, but has been faster than in Japan (14
years) and generally been performed within 4 years after the crisis
Spain 2012, Greece 2012, Portugal 2011, Germany, Ireland and UK
2010

Final repair in 2014 (ECB/EBA approach) and banking union

Financial, corporate and household balance sheet repair takes much
longer than cyclical improvement and constrains growth

— Bank lending to SMEs in crisis countries still constrained

Deutsche Bank Dr. Klaus Deutsch
Research 3 June 2014

Euro area adjustment: the key factors VZ

The growth outlook has substantially been clouded by the crisis

Growth potential was cut by half a percentage point to 1.5% despite
structural reforms

Enhanced institutional and structural reforms are necessary
Fiscal policy is on a medium-term consolidation path in most countries

Exceptions: Cyprus, France, Slovenia and Spain which will see the
structural budget balance increase in 2015 (to 2014)

Monetary policy faces heterogeneous environment

Prolonged adjustment in crisis countries bears risks for euro area
inflation objectives, inflation expectations, monetary transmission
channel and public finance (debt dynamics)

Aggressive monetary policy may become necessary
Downside risks remain substantial
The current account improves, and the euro strengthens

Deutsche Bank Dr. Klaus Deutsch
Research 39 June 2014
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2 Euro area adjustment

Lessons

. :
Deutsche Bank Dr. Klaus Deutsch
Research 39 June 2014 8

What are the lessons of recent policy? 7

(1) Dramatic economic situations require comprehensive and dramatic
responses. ,Abenomics* fulfils this criterion, if fully implemented. EA
adjustment policies still incomplete.

(2) Growth-, productivity- and innovation-oriented policies are important
in crisis times, too.

(3) Fiscal adjustment should follow financial stabilization and economic
recovery. Follow it should, however! Design matters!

(4) The Japanese crisis response to the 1992-2001 financial crisis was
not sufficient and led to two decades of sub-standard economic
performance on growth, inflation, income and public finance.*

— Per capita GDP growth was only 0.6% in 1992-2011.

— Labour productivity trend growth (per worker hour) declined to about
1 per cent but not much more than in OECD countries.

— Asset and consumer prices declined substantially.
*See Masahiro Kawai, Peter Morgan. Banking Crises and “Japanization”. In: Changyong Rhee, Adam S. Posen,

i & ADB. 2013
Deutsche Bank Dr. Klaus Deutsch
Research 31 June 2014 9




What are the lessons of recent policy? /

— The 1992 crash depressed bank lending from 1994-2006. It is still
below the level of 1997! Growth of lending since Abenomics modest

— Net investment declined from some 15% of GDP before the crisis to
zero in 2010, gross investment fell from 30% to 20% of GDP

— Gross public debt increased from <75% of GDP pre-crisis to >200%

(5) The main factor was tight monetary policy coupled with inappropriate
banking policy leading to prolonged “deleveraging” and deflation.
There was not a sufficient amount of structural reforms, too

— The Bank of Japan took years to start aggressively fighting inflation
— Financial deleveraging and weak investment are twins

— Falling prices and wages lead to behavioural changes, this is bad
— Appropriate banking policy occurred no earlier than under Koizumi

— Structural reforms occurred but were not broad-based and well
targeted. Several issue areas remained politically blocked

Deutsche Bank Dr. Klaus Deutsch
Research 34 June 2014 10

What are the lessons of recent policy? VZ

(6) Euro area adjustment went through several phases

— Bank rescues, stabilization of financial markets, counter-cyclical
policies, sovereign debt crisis management, fiscal adjustment and
structural reforms, governance reforms, banking union

(7) There are monetary and banking policy problems for supporting the

recovery through lending as long as the private sector keeps repairing

its balance sheet by deleveraging.

— Draghi speech:

— Bank lending to SMEs usually recovers 3-4 quarters after the cyclical
turnaround

— Y, of viable Spanish and 1/3 of Portugese SMEs face funding
constraints

(8) The reallocation into tradables works well and fast but does not pull

the sluggish domestic economies along as domestic demand keeps

constrained

Deutsche Bank Dr. Klaus Deutsch
Research 3 June 2014 11




What are the lessons of recent policy? /

(9) Continued economic divergence creates problems in monetary and
fiscal policy fields for the EA

(9) Governance issues have real consequences, in the positive and in

the negative. A credible fiscal and banking framework is crucial.

— Advances in the field of banking union are substantial

— Institutional progress on budgets at the national and EU level

— Shift towards establishing a federal counter-cyclical fiscal facility at
the EU politically blocked.

— Integration of macro-prudential policies into the current toolbox is
incomplete

(10) Due to the incomplete and, partly, delayed policy response to the
governance, economic, monetary and banking issues in the EA , the
return of the EA to acceptable paths of output and employment

growth is very slow, leading itself to enhanced political instability as
evidenced by the elections to the European Parliament.

Deutsche Bank Dr. Klaus Deutsch
Research 34 June 2014 12

Appendix: Additional material on Japan VZ
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Growth, per capita income and productivity in the long /

run

Japan's real growth experience,
1972-2011

average annual growth rate in %

1972- 1982- 1992- 2002-
1981 1991 2001 2011
GDP 4,3 0 0,6 0,1

Per capita GDP 3,2 3,5 0,3 0
Per worker hour
GDP 4,1 3,2 15 0,8

Source: Rhee, Posen, Responding to Financial Crisis, Peterson
Institute and ADB 2013

Trend output growth fell already in the
1980s to very low levels and never
recovered

Growth might sustainably resume for
the first time since the 1980s

Per capita income was flat over the
last two decades

Productivity performance (measured

per hour) softened in the 1990s and is
now average

Deutsche Bank
Research

Dr. Klaus Deutsch
3 June 2014
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Nominal and real growth in GDP VZ

Japan: Nominal and real GDP
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Japan: Real GDP growth
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Public finance: deficits and debt in the long run /

Ja%a_n: gross public debt and
public borrowing

in Yen bn
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Deutsche Bank Dr. Klaus Deutsch
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Inflation and the exchange rate

Japan: inflation rate
in % of GDP
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External accounts in soft patch but improvement /
consistent with fundamentals and policy

Japan: Current account and
trade balance

in % of GDP
6

b N Bk o kN e s o
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Current account balance ===Trade balance

Sources: IMF, Deutsche Bank Research

Export growth sluggish despite large
devaluation due to sluggish world
demand

Fukushima, import demand for fuels,
and weak Yen lead to an expensive
import bill

Interest income is high (some three
per cent of GDP) cushioning the CA

Japanese companies and financial
institutions are large capital exporters
receiving a high stream of income on
a net basis

Deutsche Bank Dr. Klaus Deutsch
Research 3 June 2014
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Nominal and real GDP growth
of euro area crisis countries

GDP at current prices

GDP at constant prices
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120
110

A

80 ﬁd
70

00 02 04 06 08 10 12 14

= Greece Ireland Italy Portugal Spain

Source: IMF

%

N
: A\?\’*\\_ﬁ&
\(

N \ N

B \

00 02 04 06 08 10 12 14

w=Greece ====|reland e====|taly Portugal Spain

Source: IMF

Dr. Klaus Deutsch
3 June 2014

Deutsche Bank
Research

20

Per capita GDP growth

GDP per capita

GDP per capita

USD k
70

60 /—\
50

40

30

20

10

0

00 02 04 06 08 10 12 14

w——Greece w=|reland e=|taly Portugal Spain

Source: IMF

Index 2007 = 100

120
110 A\
/N
o / N

N
60 ///
50 J

40

00 02 04 06 08 10 12 14

w==Greece ====|reland e===|taly Portugal Spain

Source: IMF

Dr. Klaus Deutsch
3 June 2014

Deutsche Bank
Research

21

—103—




EMU: Out of recession — but muted recovery /

EMU: Economic growth — Ongoing moderate recovery in
oyey EMU

2012 2013 2014F 2015F
Euroland -0.6 -0.4 11 15 — Reasons-
Germany 0.7 0.4 18 2.0 ’ ]
France 04 04 10 14 — Reduced austerity
Italy -24 -1.8 0.6 11 . .
Spain 16 a2k oa i — Turn in the credit cycle
Netherlands -1.3 -0.8 0.9 14 _ End Of de-StOCking
Belgium -0.1 0.2 14 16
Austria 09 03 14 18 — Stronger global growth to
Finland -1.0 -1.4 0.3 1.4
o 70 3o support European exports
Portugal 82 4 14 1l — Rebalancing in the public and
Ireland 0.2 -0.3 1.8 22

private sector and hysteresis
effects will weigh on trend
growth for several years.

Sources: IMF, Deutsche Bank Research

Deutsche Bank Dr. Klaus Deutsch
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EMU came out of its longest recession on record VZ
in Q2 2013

EMU growth contributors
Contribution to real GDP growth, goq, pp
1,0

P\

0,0
-0,5
-1,0
2011 2012 2013
mm Private consumption mm Gov't expenditure
Gross investment (incl. inventories) mm Net exports

—Real GDP, % qoq

Source: Federal Statistical Office
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...but recovery unlikely to pick up momentum soon

EMU: Economic growth
Real GDP, % yoy
10
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EMU: Manufacturing PMIs

Index points

Trend line growth/recession

60
55

Greece emm=Spain Ireland s Germany France emmltaly

— GDPin Q1 0.2% qgoq (0.9% yoy)

still lacklustre

— France (0.0%) and Italy (-0.1%)

especially disappointing
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Unemployment still stuck at high levels

Unemployment
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Cost adjustments and improvements in external /

accounts of EA crisis countries

Unit Labour Costs

Current account balance
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Spain: Doing its homework

Ad%ustment in Spain and Portugal
but not in Italy

Nominal unit labour costs, 2010=100
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Spanish exporters outperformed
German ones
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Pimary budget balance of selected EA states

Primary balance

5-year average Spring 2014 forecast
in % of GDP
2000-04 2005-09 2010 2011 2012 2013F 2014F 2015F
Ireland 2.9 -2.0 -275 -9.9 -4.5 -2.5 -0.1 0.6
Greece 0.6 -4.0 -5.1 -2.4 -3.9 -8.7 2.8 4.1
Spain 2.2 -0.3 -7.7 -7.0 -7.6 -3.7 -2.1 -2.6
France 0.1 -1.1 -4.6 -2.5 -2.3 -2.0 -1.5 -1.0
Italy 2.7 1.3 0.1 1.2 225) 2.2 2.6 219
Portugal -1.0 -2.8 -7.0 -0.3 -2.1 -0.6 0.3 1.9
Euro area 1.3 0.3 -3.4 =11 -0.6 -0.1 0.4 0.6
Source: European C
Raseann oo zord 2
Structural budget balance of selected EA states VZ
Structual budget balance
5-year average Spring 2014 forecast
in % of GDP
2005-09 2010 2011 2012 2013F 2014F 2015F
Ireland -3.5 -9.3 -8.4 -7.9 -6.2 -4.5 -4.2
Greece -9.1 -9.1 -6.0 -1.0 2.0 1.0 -0.4
Spain -2.4 -7.1 -6.5 -4.1 -2.8 -2.4 -3.4
France -4.8 -5.9 -4.8 -3.8 -3.0 -2.3 -2.0
Italy -4.4 -3.8 -3.7 -15 -0.9 -0.8 -0.7
Portugal -5.3 -8.4 -6.1 -3.5
Euro area -3.0 -4.4 -3.5 -2.1 -1.3 -1.1 -1.2

Source: European Commission
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Debt ratios might reach their peaks

Debt Debt
in % of GDP in % of GDP
200 120
180 110
160 //\v/ o \
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Source: IMF Source: IMF
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Gross debt in selected EA states VZ
Gross debt
5-year average Spring 2014 forecast
in % of GDP
2000-04 2005-09 2010 2011 2012 2013F 2014F 2015F
Ireland 32.7 37.1 91.2 104.1 117.4 123.7 121.0 120.4
Greece 102 113.5 148.3 170.3 157.2 175.1 177.2 172.4
Spain 52,5 42.7 61.7 70.5 86.0 93.9 100.2 103.8
France 60.4 68.5 82.7 86.2 90.6 93.5 95.6 96.6
Italy 106 107.6 119.3 120.7 127.0 132.6 135.2 133.9
Portugal 56.5 72.2 94.0 108.2 124.1 129.0 126.7 124.8
Euro area 68.9 71.1 85.7 88.1 92.7 95.0 96.0 95.4

Source: European Commission
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Private sector debt too high, deleveraging will /
continue in crisis countries

Corporate debt Household debt
in % of GDP in % of GDP
450 / 140
400 / 120 /\\
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Source: Eurostat Source: Eurostat
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@ Toshiyuki Shiga, Representative Director, Vice Chairman, Nissan Motor Co., Ltd.

industries

mportar U-Japan
FTA/EP
AU LN from the viewpoint of Global
& O @ Automotive Industry
June 3, 2014
Toshiyuki Shiga
Representative Director & Vice Chairman
Ni_:hqur Co., Lt
Agenda

1. Expanding global auto market
2. Problems we are facing
3. Importance for leadership by developed auto

4. Integration of EU and Japan auto industry
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Global Vehicle Demand Forecast
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Rapid Growth in Emerging Countries
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Emerging countries lead the growth

) 79 mil. units

56 mil. units 7% 21%

6‘5,%

2000 2012 2016

94 mil. units
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Problems we are facing

Air pollution Accidents
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Problems we are facing

NISSAN MOTOR CORPORATION ERWAMIVARTEEET R |Io o1 Kool ! REOpyTight

2014 All rights

Energy

H Oil production has reached its peak
(M bbl) 19th century

20th century 21st century
40000 : B
: 115 Oil Lonsumption
ﬁ [ 0M bb!
30000 2 1
|
20000 ,
prox. 28000M bbl

- |__ Consumed
10000 . for vehicles

1850 f mnof 1950 2000 2050

1859 1908
The first oil well Ford Model T

Source:calculated by Nissan based on BP Statistical Review, WBCSD SMP Report, IEA WEO and JPDA Report
NISSAN MOTOR COMPANY
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Problems we are facing
| |

NISSAN MOTOR CORPORATION [RVVVYVVAN SRt o TRere IR AN SSANIMOTOR €O, LTD.
2014 All rights reserved.

Global Warming

Influence on species .
threatened with extinction Sea level rise

> (C) Copyright NISSAN MOTOR CO., LTD.
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Problems we are facing

Air pollution

NISSAN MOTOR CORPORATION [RVVVYVVAN SRt o TRere IR AN SSANIMOTOR €O, LTD.
2014 All rights reserved.

Air Pollution getting serious in Emerging Countries

E_ieiiing

-

some years.ago

-

Current Beijing
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Problems we are facing

(C) Copyright NISSAN MOTOR CO., LTD.
2014 All rights reserved.

NISSAN MOTOR CORPORATION BRYWARLTEEET B eI ReeTy]

Traffic fatalities

mOver 1.2 million people die

in traffic accidents around the m#of fatal accidents in Japan peaked in 1970

and is on the decline.

world.
fatalities
Rank (1000
people)
1 India 126 History of traffic fatalities in Japan
20 —
2 China 67 4429 16,765 Declining 12
15 yrs in a row
3 us 34
10
4 Russia 26
HE 5
5| S. Africa 13 ) I I
1948 BO 70 80 90 2000 12
13 Japan 4
<2009 WHO >

NISSAN MOTOR CORPORATION

www.nissan-global.com
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Solution for sustainable mobility

Zero fatavlity

NISSAN MOTOR CORPORATION [RVVVYVVA SRt oo I A UE I SSANIMOTORICO, LTD.
2014 All rights reserved.

Solution for sustainable mobility

Energy Global warming Air pollution Accidents

Electrifical

Vehicle Intelligence
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2014 All rights reserved.
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Electrification for Zero emission
Energy Air pollution

NISSAN MOTOR CORPORATION [RVVVYVVA SRt oo I AN SSANIMOTOR'CO.., LTD. iy
2014 All rights reserved.

100% EV Nissan LEAF

B Launched December 2010

NISSAN MOTOR CORPORATION [RVYVAYYRNEE e o) I AN SSANIMOTOR €O, LTD- 18
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Aggregate Global Sales of Approx. 110,000 units

(as of March 2014)
History of Nissan LEAF Sales Volume @
More than 50,000 units JPN

Kanagawa Prefecture

30,431

5,061

FY10 FY11 FY12 FY13

— (C) Copyright NISSAN MOTOR CO., LTD.
NISSAN MOTOR COMPANY WWW.nissan-global.com BT PWililvights reserved.

Vehicle Intelligence for Zero Fatality

Traffic accident

NISSAN MOTOR CORPORATION [RVYVAYYRNEE e o) I AN SSANIMOTOR €O, LTD-
2014 All rights reserved.
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Autonomous driving technologies will be put to
practical use in the very near future.

Laser scanner

FR Camera

Laser scanner,//[/ Laser scanner
4
s

Laser scanner

AVM Camera

> v
Sty 4

. 7 (C) Copyright NISSAN MOTOR CO., LTD.
NISSAN MOTOR COMPANY WWW.nissan-gIPaiEom 2014 All rights reserved.

To achieve sustainable mobility on a global
basis, those advanced technologies have to
be made available to emerging countries as
soon as possible: led by European and
Japanese auto makers.

For that purpose, E -Japan EPA/FTA is
required. Why ?

NISSAN MOTOR CORPORATION |RRVMIVRS St I ey AN SSAN MOTOR €O, LTD.

2014 All rights reserved.
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Coverage of EU-Japan EPA
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What is harmonization?

Different Different
Regulation Developmen
Z> the Money
Different Different & Time
Certification Specification

Common Common
Regulation Development

Common Common
Certification Specification

Facilitating
Market
Access

Harmonization activity

NISSAN MOTOR CORPORATION

; - (C) Copyright NISSAN MOTOR CO., LTD.
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Global Harmonization of Regulation under |
(1958 agreement and 1998 agreement)

| United Nations

I United Nations Economic Commission for Europe (UN/ECE)

World Forum for Harmonization of Vehicle Regulations
(permanent working party) (UN/ECE/WP29%)

*WP29: Working Party 29

I TO58 Agreement
: concerning the Adoption of Uniform Technical 1998 Agreement
1 Prescriptions for Wheeled Vehicles, Equipment and || concerning the Establishing of Global Technical
1 Parts which can be Fitted and/or be Used on Regulations for Wheeled Vehicles, Equipment
1| Wheeled Venhicles and the Conditions for Reciprocal j|  and Parts which can be Fitted and/or be Used
1| Recognition of Approvals Granted on the Basis of S Ve els
1 these Prescriptions
1
1 1
1 i - 1 L
1 harmonization+mutual recognition 1 harmonization
1 1
1 1
L S U ———
NISSAN MOTOR CORPORATION WAL ECET B[ fole TR ) BN ISSAN MOTOR CO., LTD.

2014 All rights reserved.

Promotion of Regulatory harmonization led by EU and Japan

Facilitate harmonization of regulations / mutual recognition of certification
under 58 Agreement

RRISERERERIRY (NECE harmonization [ttt

.

i

India and China not join
58 Agreement yet
? () .

ey,
s

ASEAN: Only Thailand and
Malaysia join 58 Agreement
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M Joined 58 Agreement (50 countries and 1 region) s
Not join 58 Agreement Yet . Temranzanzanzest
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Initiatives towards IWVTA under 58 agreement

International Whole Vehicle Type Approval (IWVTA)
Mutual recognition from an individual component-based approval to one that is
based on the whole vehicle under UN 1958 agreement,

Automobile
manufacturer

Mutual recognition of approval on an Mutual recognition of whole vehicle
individual component base type approval
(UNECE: Passenger Vehicles 47 items)

e

Market A

(C) Copy:

NISSAN MOTOR CORPORATION [RRAIGECE R F 1R o Al

1. Japanese Automakers in the EU: JAMA

1-1. Production and R&D faciliti
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1. Japanese Automakers in the EU: JAMA
1-2. Trends in production and imports

Units

1,800,000 170
m—EU production

mm JPN->EU vehicle exports
1,600,000

160

—— Average currency rate(Yen/Euro)

1,400,000

1,200,000

1,000,000

800,000

600,000

400,000

200,000
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

B EU production by Japanese automakers has risen steadily.
M In 2013, JAMA members produced a total of 1.38 million* vehicles, of which more
than two-thirds were sold in the EU.

*Preliminary figure

JAMA
2. Imported Vehicles in Japan’s Home Market

2-1. Market shares

B The share of European vehicles in Japan’s home market has steadily grown over the
past two decades.

B In 2013, European brands held a 4.9% of share of Japan’s overall domestic market.
Share (in units and %) of European Vehicles in Japan’s Home Market

s Number of European vehicles sold = Number of U.S. vehicles sold

Units 6%
—&—Share of European vehicles —&—Share of U.S. vehicles

250,000
5%

200,000
4%

150,000

3%

100,000
2%
50,000 %
0 0%

1995 '96 '97 '98 '99 2000 ‘01 ‘02 '03 '04 '05 ‘06 '07 '08 '09 '10 '11 12 13
Note: Includes mini-vehicles.
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JAMA
2. Imported Vehicles in Japan’s Home Market:

2-2. Recent developments

300,000

250,000 - —

200,000

150,000 - —

100,000 T 1 H Volk gen Golf named Japan Car of The Year
2006 2007 2008 2009 2010 2011 2012 2013 German automaker Volkswagen AG's mainstay Golf small
i ; Source: JAIA passenger car was selected as Car of The Year in Japan on
Foreign-brand imported vehicles only " A X
Saturday, becoming the first imported car to win the
M Results of 2013 award since it was created in 1980.
Looking at Japan’s domestic automobile market last
year, sales of passenger cars were down 3.8% from
the previous year while mini-vehicles were up 6.7%,
resulting in the overall market remaining almost
unchanged at + 0.1%. Sales of foreign-brand
imported vehicles were up 16.1% from the previous

year to 280,500 units, which was a great result, by " .
far exceeding the initial forecast. VW: Will double number of dealers year-on-year in 2014.

(From a speech by JAIA* chairman at press conference on Fiat: Will increase number of dealers by 30% to 200 sites in

15Jan2014) 2014
*Japan Automobile Importers Association (From Nikkei Shimbun, 13 Feb 2014)

(Jiji Press, 23 Nov 2013)

HEuropean brands to expand number of dealers
European brands plan to increase the number of their
dealerships or expand existing functions.

Audi: Will increase number of dealers by 10%, to 125 sites.
Mercedes: Will expand dealer functions.

JAMA

3. Strengthening Economic/Cooperative Relations between the EU and Japan
Automotive ties between Europe and Japan

505 equity stake Joint development of a fuel-cell system,
sports vehicle, lightweight technology,

Toyota Peugeot and post-lithium-ion battery technology
Citroén T BMW Fiat

Automobile Czech G/ ‘Supply of diesel engines (from 2014) (Germany) (Italy)

(Crech Republc)

Mazda

Supply of finished vehicles (from
0% Supply of 2015)
upply of finished vehicles Supply of finished vehicles finished vehicles
equity stake Supply of engines
oply of en jointly developed
and transaxles in the EU Supply of
diesel engines
Supply of Eu
ps peugeor | MShed
PEUBEOE ) venicles Aston Martin Lotus )
Citrogn i (UK) Suzuki
(France)
Iy of
diesel engines Japan
0%
equity stake
Supply of finished vehicles
30% equity stake Supply of engines Supply of diesel engines jointly developed in the EU
155% 1
! ) iy stk [
PCMAR o Daiml Renault
el Mitsubishi Fuso aimier enau Isuzu GM Europe
(Russia) (France)
89% 3.1%
equity stake equity stake Supply of diesel Supply of diesel
engine spare parts engine spare parts
15% equity stake 44.3% equity stake
100% Cooperative sales ties
equity stak in the Japanese market
[L.55% equity stake
UD Trucks CENTD Nissan REIEED Subary
(Sweden) 3.1% equity stake (Germany)

As of August 2013 5
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Thank you for getting connected

S (C) Copyright NISSAN MOTOR CO., LTD.
NISSAN MOTOR COMPANY WWW.nissan-global.com BU B tighes reserved.

NISSAN MOTOR CORPORATION

8 »® @

i (C) Copyright NISSAN MOTOR CO., LTD.
NISSAN MOTOR CORPORATION SRWAWHWAGTEEET B el TR )] BEMY.llirights reacrved.
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(® Jun Arima, Director General, Japan External Trade Organization, London

Increasing Productivity and
Competitiveness through Trade
(EU-Japan FTA/EPA, TPP)

June 2014
Jun ARIMA
Director General, JETRO London

Rapid Expansion of Asian Market

Expected growth of GDP in the world Expansion of high/middle income population
(growth from 2010) s
25
W Phillippines
fgml
B ® Malaysia
B Middle EastfAfrica ” : i
o WCentrland Eat EwropefCS 2y MSnmERn
B Central and South America o Vietnam
Other i
| moherssan Counties mu:‘;';‘;':‘: u Thailand
Bindia 15 S
n nesi.
WASEAN India 515 tn onesia
i B China ASEAN $2.0tn o India

B Developed Countries
thast3tn | 10

Developed 0.5

countries

5110tn '
88

EC R TR O T 0.0 T T
1990 1995 2000 2005 2010 2015 2020
Source: IMF Econemic Qutlaok Source: Euromenitor International 2011
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Export and Investment Profit are Crucial for Japan ‘

I .
} Japan’s Trade and Income Balance Expected Benefit of EPA .

Trillion JPY

0 +16.5
Income Balance

Companies Investing Overseas

(2013)

Ensure Conducive Overseas Business
Environment

- Free remittance

- Transparent investment regime

- Smooth supply chain

- Open government procurement

- Liberalization of service/investment

0 ; ; :
1985 1930 1995 2000 2005 201

Companies Operating in Japan

=
Trade Balance " Enhance Domestic Competitiveness

5

10 To6 ' - Elimination or Reduction of tariff
(201'3) [l ' - Trade remedy
- ' - Environment and labour regulation

in developing countries

Source: MOF

Targets of the 3™ Arrow “Growth Strategy” J

The Third Arrow

Japan Revitalization Strategy:
Realize a 2% growth over 10 years

v

. Promoting private investment based on bold regulator
& structural reform
2. Maximizing utilization of human resources of women
and elderly
3. Creating new growth industries and overseas markets
\}

Flexible Fiscal Policy:

Stimulating the economy

The First Arrow The Second Arrow

Copyright (C) 2014 JETRO. All rights reserved.
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Global Outreach Strategy

@ Promoting Economic Partnership
@ Raise FTA ratio from 19% to 70% by 2018
E TPP : Drawing up new rules in Asia Pacific} FTAAP
E RCEP and China-Japan-Korea FTA
B EU-Japan EPA
E Stimulating and activating each economic partnership
@ Accelerate Regulatory Reform

@ Tap into Global Market
(e.g. infrastructure export, Cool Japan)

@& Domestic Globalization
(e.g., Inward FDI, Global Talents) e

Development of Japan’s EPA/FTA Networks

Took Effect/Signed 12 countries and 1 region [Substantive A reement] 1 Country

nder Negotiation | 5 countries and 5 regions = Launched Negotiation 1 Country
e .
EU | China-lapan-Korea
== Turkey Announced launch of
Under negotiation [ negotiations
Mongolia Republic of Korea |
Under

=~

Y — - ;
India s ASEAN (AICEP) g
Took effect 4 Took effectin Dec. 2008
inAug. 2011 4 -
“12 e Thailand Vietnam ) L Colombla
Took effect Tookeffect Tookeffect - Under negotiation
Malaysia i Tookel
Took effect e in Oct. 2009 \ in ::‘.,::?s. S =
in Jul. n !
| _tnlaoe Brunel | philippines /| Py LN
Tock effect |
_g_p_SIT:;“:;e in Jul. 2008 Per ‘
in v, 2002, indbhesl Tookeffet //
revised in Sep. ﬁ;! Mar. 2012 & - ]
2007 in Jul. 2008 T J)_/
~ Took effect J
in Sep. 2007
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Higher Liberalization Ratio of FTAs by US and EU J

. . . U.5.-Australia US-Pery US~ Korea EU- Korea |
s EPA
:lal:;mllzatlon Japan’ {in force, -.h_n - 200906 fore e Fab (in force Mar 2012) (prov in force July 2012)
- . T~ -
100% @ =
g — L O o 5 = 4
prd (hustralia) Pe)  [©
i (Us.) (EW) \
| - !
\ s} (Korea) ! (Korea) ]
'~ s
‘ Ed
l ,;\..L et
K -
— 95 - = =
I tarifs o be eliminated within 10 years, | === - == ofwmmom==" i
are included, the ratio is 99%
- gEamn e i
e Japan- Philipines™ |,
’ (88% ) k-
f [} "
Thailand A
| dapan-Malaysia Zgne Japan-indonesia 1
[| &7 3 o (87%_) I
y @ g (=] i
. Japan-Chile I}
S (e ) © Jspan-Switzerdand | 4
854 -— e —

Note: Liberalization ratio = number of items of which tariff will be removed within 10 years/ total number of items.
As for trade value based liberalization, Japan has achieved more than 90% liberalization. 7

Mega FTAs and Pivotal Role of Japan ’

77% of World GDP
31%

-

44%

*Singapore, Malaysia, Vietnam, and Brunei
q“\:nlved in TPP negotiations.

Regional Comprehensive
Economic Partnersihip

w
26%
Free Trade Area of the

Asia-Pacific
*21 APEC members

38% 8

Source: METI
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‘ Road to Free Trade Area of Asia Pacific (FTAAP) ’

China—Japan—Korea FTA

FTAAP®

K ‘fz.fsm Trade Arsa of the Asia-Pacific)
W,

‘0 .
*

..“ ju -|-I l....

TPP(Trans-Pacific Partnership)

E, L By hin)

RCEP (Regional Gompreh I
ASEAN 10 + Japan, China, Korea, India, Australia, NZ

€

L
i H:k‘ -

‘ Supply Chain in East Asia

The size of an arrow

represents a trade
. amount (billion
‘\‘doilars]

The share of
intermediary goods

— 707~
— 0%~
— 0%

2,791.7
Source: RIETI-TID 2011
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Expected Outcome of 4 Mega-FTAs

FTA covering ratio of regional integration (estimate)

(%)
—
0 735
£3.9 mTTIP M EU-Japan RCEP mTPP W FTAs in force
80
70
60
305 445
50
36.5
“
30 —r
20 ——
26.9
10 e 166
0
Japan u.s. EU China

Note: This estimation is calculated with the date in 2012. TPP and RCEP figures in Japan’s bar graph are
incremental ones from FTAs in force. Australia and NZ are counted both in TPP and RCEP.
Source: Trade statistics of each country/region

Benefits of Mega-FTA

& Precursor of New International Trade Order

@& Comprehensive rule making covering not only trade but also
investment, service and government procurement etc

@& WTO Plus => High Standard, Ambitious
& Wider coverage than WTO (Environment, Labour, SOE etc)
@ Facilitating global value chain

E improved market access

E clear rule for trade, investment, IPR, finance, environment =>
predictable business environment, confidence with business
partners, lower business risk

& Stimulate each other (FTA Domino)
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‘ EU-Japan EPA/FTA Negotiation

Started in April 2013. Five rounds of negotiation to date
EU will review the progress in May/June 2014

o
& N r N,

£ ® Elimination of high tariffs on /@ Non-Tariff Measures(NTMs) on A

industrial products ( e.g. automobiles, chemicals,
automobiles: 10%, electronic electronic devices, food safety,
devices: 14%) to improve processed food, medical devices,
competitive condition for pharmaceuticals etc
Japanese products in the
European market € Government procurement(e.g.
railways)

@ Regulatory issues facing

Japanese companies in Europe @ Elimination of tariffs on the

main export products to Japan./

13

Japan is addressing NTMs

€ Automobile
B 35 out of 47 UNECE passenger vehicle regulation adopted. 8 regulations
under adoption process.
B Zoning approval for automobile service shop more than doubled (14 in
2011FY to 32 in 2012FY) based on Technical Guideline
E Expanded exemption of Pyrotechnic Safety Devices (Feb 2012)
B Adopting GTR for high pressure gas tank by June 2014
@ Pharmaceutical/Medical Devices
B Amendment of Pharmaceutical Affairs Law (autumn 2013) to address
authorization procedures, QMS, labelling requirement etc
B Revision of Minimum Requirement for Biological Products (Sept 2013)
B Amendment of Good Clinical Practice Ordinance (Dec 2012)
E Applying membership in Pharmaceutical Inspection Cooperation Scheme
@ Food Safety
B 37 out of 45 internationally used food additives designated. Remaining 8 in
the process of designation
B Lifting import ban of cattle meat and offal in Feb 2013 (France, Netherlands)
and Dec 2013 (Ireland)
B Amendment of Ministerial Ordinance on Organic Food (April 2013) 14
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Let’s Strike a Deal in 2015 ! ‘

“We confirmed the importance of an early conclusion, and 2015 is
the target date for a basic agreement"
- Prime Minister Shinzo Abe @Brussels 7 May 2014 -

CONSEI, EUROPEEN -
EUROPEAN COUNCII'

Source: Cabinet Office HP 15

‘ TPP Negotiation (1) ‘

Japan announced it would participate in the negotiation in March 2013
and participated in the negotiation in July 2013

Tariff on Beef, Pork, Automobile
Safeguard

Source: Cabinet
Office HP

Data Protection

Tariff on Period of New Drug

Agriculture,
Wood Products

Copy Right
Protection Period
State Owned
Enterprises
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TPP Negotiation (2) ‘

U.S.-Japan Joint Statement (25 April 2014)

4 Committed to taking the bold steps necessary to complete a
high-standard, ambitious, comprehensive TPP agreement

@ Identified a path forward on important bilateral TPP issues
=> a key milestone in the TPP negotiations, fresh momentum
into the broader talks.

@ Call upon all TPP partners to move as soon as possible to
take the necessary steps to conclude the agreement.

Source: Cabinet Office HP

Joint Statement at the TPP Ministers Meeting in Singapore (20 May 2014)

4 Cemented shared views on what is needed to bring
negotiations to a close.

@ Focused on making meaningful progress on market access
and also advanced outstanding rules issues in an effort to
narrow our remaining differences.

@ Decided on a pathway of intensified engagement over the
coming weeks on market access and rules.

@ Instructed Chief Negotiators to meet in July.

4 Ministers will continue to engage bilaterally to direct
negotiations, coordinate, and tackle the most challenging
outstanding issues. Source: Cabinet Office HP‘ B

‘ Major Negotiation Issues in EU-Japan EPA, TTP, TTIP |

EU-Japan FTA/EPA TPP TTIP

Trade in Goods

Technical Barriers to Trade
Rules of Origin
Trade Facilitation
Sanitary and Phytosanitary Measures (SPS)
Service, Electronic Commerce

Investment

Government Procurement

Intellectual Property Rights
Competition

Dispute Settlement
Sustainable Development (Environment, Labour)
Sector Annex/ Regulatory

Non Tariff Measures X Cooperation (Auto, Chemical,
(Auto Safety, Pharmaceutical, Cooperation Medicine, ICT etc)
Medical Devices etc)
NTM
Others Cross Sector Issues Energy/Natural Resources
(Regulatory Cooperation)

18
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Forming Mega FTA Triangle ‘

TTIP

Shared Value
- Democracy
- Rule of law
- Human rights
- Market eco

S &
High-level EPA/FTA among developed courffries sharing common
values => Rule making for global trade and investment

Thank you!
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(® Kazuhiko Toyama, Representative Director and CEO, Industrial Growth Platform, Inc. (IGPI)

&>
IGrl

Japanese Aging Society and Growth Strategies
~ Perspectives on Demography, Working Population and Regional Economy In
Relation To Sustainable Growth of the Overall Japanese Economy ~

June 3, 2014

Industrial Growth Platform, Inc. (IGPI)

Kazuhiko Toyama CEO
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1. Japanese Aging Society
~ Divide Between Elder and Young ~

Japan’s Declining Population (Long-Term Perspective 1947 - 2012)

4 Number of Births (Left axis, In thousands) and Total Fertility Rate Trend (Right axis, %)

2,800
2,600
2,400
2,200
2,000
1,800
1,600
1,400
1,200
1,000
800
600
400
200
0

Source: Ministry of Health, Labor and Welfare — Demographic Statistics

1947-49 15t Wave of Baby
Boomers (1949 figures

1971-74 2" Wave of Baby
Boomers (1973 figures
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(i re—— ( ]
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Japan’s Population Pyramid Reversed With the Decelerating Economic Growth

4 Productive labor force (15 to 64) has undergone a rollercoaster shift from historical surplus - past sufficiency - recent lack.
| Postwar Recovery & High Economic Growth Stable Growth — Bubble Burst Post-Bubble - “Lost Decades”
1960~ 70 GDP (10 Yr CAGR): 9.2% mm\mm\
Population (20 Yr CAGR): 1.1% Population (20 Yr CAGR): 0.9% Population (20 Yr CAGR): 0.2%

Population (1950): 83.2M Population (1970): 103.7M Population (1990): 123.6M Population (2010): 128.1M
Male: 40.8M Age:  Female: 42.4M Male: 50.9M  Female: 52.8M Male: 60.7M  Female: 62.9M Male: 62.3M Female: 65.7M

0123456 6543210123456 6543210123456 65432100123456

Note (*): Above graphs show male / female composition in Millions of people units. GDP CAGR calculated based on World Bank available dataset from 1960 to 2010
Source: Statistic Bureau, Ministry of Internal Affairs and Communications, World Bank GDP data (2005 constant USD base) -4-

Trend of Japanese Average Life Span and Future Projections

@ Forecasts shows that average life span of Japanese people (both male and female) is to continue
increasing and therefore further gradually increasing population of 65 and over in the future.

< Actual I Forecast
95
% 9% 91
90 89 Female
85 Male

80
75
70

65 Projected by NIPSSR based on:
60 Medium fertility rate

Medium mortality rate

55

50
1950 1960 1970 1980 1990 2000 2010 2020E 2030E 2040E 2050E 2060E

Note (*): Above graph shows actual numbers (1950 — 2010) based on reports issued by Ministry of Health, Labor and Welfare. Forecast numbers are
based on a study published by National Institute of Population and Social Security Research (January, 2012) and take in consideration assumptions of
medium fertility and mortality rates.

Source: Ministry of Health, Labor and Welfare, NIPSSR -5-
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First Marriage by Gender and Age Groups

€ Significant increase of first time marriages for both genders over 30 yrs of age in the last 20 years

Male Female

298,058 799,292 581,643 484,406 308,310 818,099 592,260 497,638
Over 45 50, . ; 7 4— 100% — o= 1%+ 100
40 - 44
35-39
30 - 34

25-29

Below 30

Below 30

20-24

Under 20\

1950 1970 1990 2010 1950 1970 1990 2010

Source: NIPSSR

Major Agglomerations in Advanced Economies as Percentage of Total
Population (Long-Term Perspective 1950 — 2011A with Forecast to 2025E)

@ Japan’s population tends to significantly accumulate in the wider agglomeration of its capital in comparison
to other overseas peers

< Actual I|[ Forecast >
40 7

| —  — Tokyo
35
30 1
257 New York — Newark
20 A
15
L Paris
10 1 | —— London
5
0 T T

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 20

10 2015 2020 2025

Note (*): Tokyo Agglomeration includes Tokyo Metropolitan Area and neighboring Kanagawa, Saitama, and Chiba Prefectures
Source: United Nations - World Urbanization Prospects: The 2011 Revision -71-
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Large Population Clusters Have Total Fertility Rate Below National Average

Total Fertility Rate (2012)

Avg d1.41
Hokkaido 11.26 1
Aomori 1.36
Nllwale 5 11.44
iyagi K
Nt
Yamagata
Fukushima
Ibaraki

31
11
SG'L{nma 129 13
altama 1
Chiba 131 Tokyo Agglomeration
« Tokyo 1.09

Kyoto 123 1.53
35353 L3 -:uo ]— Osaka Agglomeration
11,32

Tottori = 157

Okayama
Hiroshima

11.68

Y
Tokushima
Ki

Source: Ministry of Health, Labor and Welfare — Demographic Statistics -8~

Migration of Young People to Large Population Clusters Further Stimulates
Overall Population Decrease

@ Vicious Circle of Downward Population Decrease Spiral

[ Tokyo ] [ Osaka ] [Nagoya]

Three Mega-Agglomerations
Regional Prefectures .
(Especially, Tokyo)

Resulting Population Decrease

Source: Cabinet Office presentation (Professor Masuda — The University of Tokyo) -9-
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Dark Cloud Over the Future of Regional Authorities

@ All depends on young female population (20 — 39 yrs of age) as key variable

@ In 2040, if young female population decreases by more 50%, there is a high potential especially these regional
authorities to cease completely

@ This trend is preventable by consolidation of these regional authorities:

» If below left 896 regional authorities are consolidated, only 373 (20.7%) will experience over 50% decrease
» If below right 523 regional authorities are consolidated, only 243 (13.5%) will be affected

Fluctuation of Local Female Population (20 - 39) Breakdown by Size of Affected Municipalities

I Over 50% decrease [ Up to 30% decrease [ Population under 10K [ Population 50K ~ 100K
[ 30% - 50% decrease [ No change / increase [ Population 10K - 50k [ Population over 100K

Total of towns & villages = 1,784 ) Total of affected towns & villages = 896
Source: NIPSSR, Cabinet Office presentation (Professor Masuda — The University of Tokyo) -10-

2. Japanese Working Age Population
~ Divide Between Earners and Retirees ~

11 -
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Labor Supply and Demand in Relation to Working Age Population Trend

§> Labor Shortage §>§> Labor Surplus §>§> Labor Shortage §>

Labor Force
Needed

DEMAND

Working Age
Population

(SUPPLY)

1992 2012
Asset Bubble Burst Beginning of Baby Boomers’
Retirement

12—

0 : B

End of Labor Surplus — Paradigm Shift in Japan’s Socioeconomic Issues

4 Recent sense of labor shortage is not a temporary phenomenon but chronic and structural issue

Population By Age Groups (In Thousands)

140,000
120,000 iiiiiiiiiiiiiiiiil
200,000 H H H A HHHAHHHHAHHHSSH I
= Over 65
80,00 n—HHHHHHNHAAAN NN AR AR HEHARE A E
15-64
yrs old
60,000 n —HHHHHAHAACN NN AR T 1
0-14
yrs old
Lo XeTo o R B B s e B e B B e e e e e e e s s
20,000 BB E W WA A e —F
0
O NN TWON VDA ANDITWORNDRDOANDTWON QDO w0 Q
o= e - = - - S R B B I~ R = R N = R = B = R e B T = = == I Q8 2
99999909000 0000000090900000000808¢0¢9 o o
AH A A A A A A NNNNNNNANNNNNCCRNNN QN S «
Source: NIPSSR, Ministry of Internal Affairs and Communications -13-
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Working Age Population Decrease is Apparent in Regions (Tohoku Example)

4 Tohoku region lies in the Northeastern part of Japan’s main island Honshu

Tohoku Regi
n (In Tl

Population Composi

Aging population

12,000 4

10,000

1,374

2,230
8,000 -
1,874

6,000

4,000

2,000

1990 2005

Juvenile population ®Working age population

2,425

2012

60%

50%

40%

30%

20%

10%

100% -
14.1%
90% 23.1%
80% |
19.2%
70% - 13.8%

0%

1990 2005

26.5%

12.5%

2012

14—

Complete Unemployment Rate by Region (1/ 2)

L Northern Kanto & Koshin

() Southern o}
7

Natural unemployment rate

. . Demand shortage unemployment rate
—Complets unemployment rate
s
‘ \’/\//\ "’A\'
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Source: Japan Research Institute, Research Focus No.2013-045
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Complete Unemployment Rate by Region (2 / 2)

R

o Chugoku

o) Shikoku
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(56) Kyushu

= Natural unemployment rate
—o— Demand shortage unemployment rate

e Complete unemploymentrate
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Source: Japan Research Institute, Research Focus No.2013-045
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3. Global and Local Economic Spheres in Japan

~ Divide Between Metropolitan & Global and Rural & Local Economic Spheres ~

BB : i
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Global vs Local Perspective — A Comparison

@ Both economies loosely depend on each other but have no direct relation (trickle-down doesn’t occur)

@ Going forward both G and L sphere require progress. However, the most important thing to do is to prepare
policy system and growth strategies that suit individual sphere’s specific needs and secure their coexistence.

G Sphere (Global Economy Participants) L Sphere (Local Economy Participants)

Market

Product

Labor |

Characteristics

Examples

v’ Manufacturing, sector, Large enterprises
(Represents 30 - 40% of workforce and GDP)

¥ Global playing field, perfect competition (Global
economies of scale, world standard differentiation)

v Physical products, information/data
v In principal, procurable

v’ Gradual decrease is expected in the long term
¥ Knowledge-intensive (People with a high degree of skills
and high wages)

v Location choice of production sites does not necessarily
link consumption region (Choice of best location in
accordance with the purpose of the site)

v On international current account basis, economy sphere is
the earner of trade and income balance. Important to
realize and maintain top level competitiveness

Medical devices and pharmaceuticals
ICT industry (Non-personal selling)
Electronics and machinery

.

.

¥ Service sector, SMEs
(Represents 60 - 70% of workforce and GDP)

v Local driven, imperfect competition (Economies of density,
dispersed industry/competition structure)

v Services (Basically, in-person selling)
v Local production and local consumption (same time and
place)

v Hollowing occurs less. More likely to improve more in
the long term

v Labor-intensive (People with average skills and less
likely to improve wages)

v Imperfect competition-driven market and difficult market
discipline (Limitation by costumer freedom of product
selection)

v On current account basis, economy sphere remains in
red numbers. Important to improve productivity in order
to minimize these losses

« Transportation (Rail, bus, taxi), distribution
+ Food & drink, accommodation and counter retail
« Welfare services (Medical, social work, nursery)

Japan From Global vs Local Perspective — Challenges of Growth Strategy

@ Global economy sphere (G) and local economy sphere have different underlying economics and industry
characteristics. Therefore, individual growth strategies need to be considered based on specific nature of
the sphere.

€ Need to create a strategic system related to paradox of globalization (As globalization increases, more GDP

and employment becomes dependent on local economies in advanced economies
G Sphere (Global Economy Participants) L Sphere (Local Economy Participants)

|| Theme |

Challenges

Winning the global business “Olympics”

@ Prepare Olympic standard competition

environment:

= Create world-class location competitiveness
and competition rules (Including corporate
governance)

= World’s top athletes (companies and
individuals) send to activity base in Asia

@ Regardless of company size, increasing

Japanese “Olympics medalists”
=Increase national wealth (Stock price, trade
balance, income balance)

Simultaneous regeneration and metabolism

v Simultaneously achieve improvement of local
economy productivity, stable employment and
wages through a “gentle” exit & consolidation
policy and smart regulation

“19-
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Objectives of Growth Strategy

€ Within the individual strategies for G and L spheres, it is essential to achieve a favorable cycle (Promotion

of corporate metabolism and innovation = Improvement of competitiveness and productivity = Increase of
workers’ wages) aiming for sustainable economic growth but with quite different strategic “menu”

@ G sphere-related policy efficiency will created the necessary time reserve by leading the whole Japanese

economy, effects in L sphere, representing the larger pie, are realistically to be apparent with a lag

Promotion of *

Increase of workers’
wages

Sustainable

i corporate ] economic growth
: metabolism and % | (AR
innovations corporate

i Improvement of
: competitiveness
i and productivity ;

profits

Increase of
consumption

Step @D

« Policy for G sphere has
relatively instantaneous
effect and can lay
foundation for reform to
preserve business
conditions

« On the other hand, L
sphere policy is slow
acting. Start as soon as
possible

Step @
« Policy for L sphere is
high, tends to be slow-
acting but as it is
proportionally larger pie
of the whole economy,
effects of economic
growth have a more
significant impact
=0 -

G Sphere (Global Economy): Strategy and Policy
~Winning the Global Business “Olympics”~

@ Here, the key is to build on the latent competitiveness of individual companies and increase the number of
Japanese “Olympic medalists” by preparing the right, world-class environment and communicating that with

Increased
Consumption

{

Improved Corporate Profitability

rest of the world

<Wage Growth <

Strategy Policy Effect
% v Reach out to the world investors and provide with signals ~ ¥*  Reduction of corporate taxes
g8 that justify the high stock prices — Appeal to long-term and rational
5& => Promote the increase of consumption and investment expectations of corporations
T by the wealth effect — Local competition perspective
v Strengthening of corporate governance
Strengthen the management rules for global companies, — Obligate multiple independent directors
& increase_ corporate_metabolism (_in_dividual & t_aetween — Introduce corporate governance codices S
s companies) and bring out the original, potential — Create global section on Tokyo Stock @i 1)
s competitiveness of Japanese companies Exchange mid
= =>Improve corporate growth and profitability, strengthen — Reform of GPIF (Government Pension term
national wealth by increase of trade and income balance Investment Fund)
Industrial location policy, specializing in global, high — Introduce IFRS
functionality features v Deregulation
- = Attracting global companies and VC HQ, R&D v Improve capital efficiency - benchmarking
3 functions, mother plants and high production bases to (ROE, ROIC) _
=l Japan v Building trust in fiscal consolidation
=
= Raising “super-elite” that can establish globally competitive -
3
5} VB and raise capital need for large technological VC ; -I;I::(rem:lglaiifoxB A Ye Long
= Promote creation of large scale ventures that can v Ensu?e s G e carE term
survive the fierce, global competition pog
L Attract and retain knowledge-based industries. Pay high . . .
S wages to highly-skilled workers. v LTirlo‘-I:k‘i,I\{ngwgrzgihwng OIS (e Long
5 Increase wages in line with corporate profitability v La?bo);visa e o) ciE e term
s improvement  languag
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L Sphere (Local Economy) Strategy and Policy

~Simultaneous Promotion of “Regeneration” and “Metabolism”~

@ For L sphere, heavily impacted by decreasing workforce and advancing aging population, it is the time to enact smart
regulation and “peaceful’ exit and consolidation policy, in order to accomplish simultaneous improvement of productivity,
stability of employment and wages. However, L sphere effects GDP and employment significantly but as policies are
slower and earlier start is crucial. Therefore, it is important to lead economic policy with focus on G, by a global strategy.

Strategy Policy Effect
. . . o y v Strengthen debt governance of local financial
@ | v Despite low productivity business exitis less likely to institutions
= happen. A; productivity glgnlflcantly varies even within v Introduce bankruptcy legislation stimulating
= = the same industry, there is still a growth margin for consolidation and fast revival (Mgmt obligated to file
£ £ productivity improvement. proceedings (Germany), file requirements (USA) or
£ 8 > Low productivity companies should peacefully and deregulation of agreed requirements = civil
£ smoothly reconcile to exit business and capable, rehabilitation process by majority approval efficient
o innovative managers should be invited to transform to a S . - - Lon
g 2 appropriate scale by converging low productivity and Reform_rggulatlons |mped|_ng exit, conso_lldatlon and g
g 7 employment in order to boost productivity productivity (smart regulation — overcoming many  term
S £ | v Intensify public services and create corporate entry related problems) .
2 O] governance model to fit leaders v’ Shift from life-support (credit guarantees, subsidy
3 2 ; - - - 4
g = | v L sphere, suffering from structural and chronic turnout a“fj spem“al taxation policies) for zombie companies
= g shortage, business exit will not result in unemployment to “gentle” exit SME policy .
3 increase but securing workforce as part of productivity — Limit personal guaranteed in event of change
S improvement or discontinuance of business
o — Exit or business transfer support funds
N1 B | Utilize labor market discopline to promote exit v/ Raise minimum wage by industry and region
= % | ¥ Notlikely to hollow but as based on labor intensive v/ Strengthen labor and safety inspection Long
g é = model, business could tend to exploit employees (unpaid v*  Strengthen vocational training t
o % overtime, etc.) so smart regulation needs to be v Improve participation of elder and female workers (=
;g L= established v Benchmark by productivity improvements
SE (=
8 % 5 §|v Improved profitability leads to wage growth, which further v Increase density of consumption introducing =
25 58 stimulates consumption compact cities
L “2-

93—
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Number of Companies by Industry and Business Size

€ SMEs represent 90% of non-manufacturing sector and are significantly more involved in non-manufacturing

than manufacturing sector.
(Unit: Thousands of
25(0.6%) 434(10.5%) 3,669 (88.9%) companies)
=9 D Large companies
[ smEes
1393 [ Other entities
(33.7%) Il individuals

=88.9%
2,019
(48.9%)
Primary Secondary Tertiary
Industry Industry Industry
Source: METI 2012 Economic consensus survey
04—

(Note: Large company = capital stock of JPY 100MN and more, SME below JPY 100 MN or not known)

Number of Employees by Industry and Business Size

€ SMEs represent 60% of tertiary industry. Overall, SMEs more involved in non-manufacturing activities than

manufacturing.
341(0.6%) (Units: Thousands of
| 10,039(18.8%) 43,106 (80.6%) people)
D Large companies
10,786 [Ismes
(20.2%) [ Other entities
4,462 I individuals
(8.3%)
19,486
(36.4%)
5,066 =60.4%

Primary Secondary Tertiary
Industry Industry Industry
Source: METI 2012 Economic consensus survey
_5-

(Note: Large company = capital stock of JPY 100MN and more, SME below JPY 100 MN or not known.
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Value Added by Industry and Business Size

€ SMEs in non-manufacturing sector represent approximately a half of the total. Also, non-manufacturing

sector strongly outweighs manufacturing in SME segment. (Units: Trillions of
1(0.4%) 56 (23.1%) 187 (76.6%) JPY)
D Large companies
[IsMEs
75 I Other entities
(30.6%) Ml individuals
35
(14.3%)
66
(26.8%)
=46.0%
36
(14.8%)
11(4.4%)
Primary ~ Secondary Tertiary
Industry Industry Industry
Source: METI 2012 Economic Consensus Survey. Note: Large company = capital stock of JPY 100MN and more, SME below JPY 100 MN
or not known. Reference: Value Added = Revenue — (All Expenses (COGS+SG&A)+ Wages + Taxes & Dues) -26-

International Comparison of Labor Productivity in Non-Manufacturing Sector

@ Japanese labor productivity reaches about a 50% of that of USA, still less than other European peers

Labor Productivity Levels Labor Productivity vs USA
(UsD) ) (Comparison: USA = 100)
60 1 120
50 512 100
448 87.6
401 390 807 76.2
348 //H 67.9
30 A 276 807 53.9
20 40 A/-/-/
10 1 20 -

0 T T T T T ! 0 T T T T T !
1980 1985 1990 1995 2000 2005 2010 1980 1985 1990 1995 2000 2005 2010
— Japan =™ USA Germany UK = France = Japan = USA Germany UK = France

S
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Productivity Comparison By Industry & Scale

4 In comparison to manufacturing sector, commercial / service sector’'s median value is lower. Additionally,
gap in productivity significantly widens between large and small entities and manufacturing and commercial

/ service sector.
Manufacturing Sector Commercial / Service Sector

Large Medium size - Large Medium size o
— Companies Companies Small Entities Companies Companies Small Entities
(Unit: JPY 10,000 per person) o— Top 10% 1769
> 1,587 —8&— Median o~ . _ _ 1,633
~ e
2 —A— Bottom 10% ~—_ 135
© ~
[}
=]
=]
5]
<
a
=
5]
2
]
3
) (Unit:x)
=y 180
=
p=}
= 3.1 46x 5.0¢ 8.0x
— —1 —

Source: MOF - Corporate Annual Statistics (2011)

(Note*) 1. Labor Productivity = Value Added / # of Employees
2. Value Added = Labor expense + Interest expense + Rental fees + Taxes & Dues + Net Operating Profit
3. # of Employees = # of Directors + # of Staff Members

4. Multiple = Labor productivity of Top 10% / Labor productivity of Bottom 10% -28-

Trend and Breakdown of International Current Account

@ Japan is able to sustain positive balance due to trade and primary income (Interest & Dividends) balance by
activities of global companies. Recently, trade balance is in deficit so overall positive amount has

decreased.

350,000
300,000 -
250,000 1
200,000 1
150,000
100,000
50,000 -
0+
-50,000 -
-100,000
-150,000 -

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

= Current D Trade D Service - Primary l:l Secondary
Account Balance Balance Income Balance Income Balance

Source: MOF, Summary table of balance of payments -29-
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Capital Markets Conditions

@ Since the start of Abenomics, stock index has risen as result of overseas investors buying in. Recently,
index has been struggling to grow further.

Foreign Investor Trades (Longs & Shorts) Nikkei Stock Average
(JPY in Billions) (JPY)
2,000 7 r 17,000
1,500 7 - 16,000
1,000 3
: - 15,000
500 “4
r 14,000
0 UUDHD illl H I )
) I
r 1,3,000
=500
!
712,000
-1,000 7
-1.500 - r 11,000
-2,000 - - 10,000
2013/1 2013/4 2013/7 2013/10 2014/1

[ Foreign Investor Trades = Nikkei Stock Average a0

Japanese Economy and Companies Loosing Position in World Economy

World GDP Composition Fortune Global 500 List
[ other Nations Bl UsA [ Japan [ other companies [ Japanese companies
57% 55%
72% "
o a50)| | o0 84% 86% 88%

QO J@19)| |29 |wa3s)

28%

— o1 | e it +
1% 4% & A O ) I s e L
1990 2000 2012 1995 2000 2005 2010 2013
Source: IMF Data Source: Fortune

_31-
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Long-term Performance Comparison of Japanese, German and U.S. Companies

Long-term ROA and OPM Comparison in Manufacturing Sector

(1) Manufacturers in all sizes

(%) ROA (o) Profit margin on sales
15 15
TheUS  Germany TheUS  Germany
10 ]apa_ﬂ/ 10 \ /
A1 v
\ Japan
5 \ ’ - 5 \ I K‘ -‘ l .
AW’
0 0
1990 95 2000 09 11 (Year) 1990 95 2000 05 11
Source: Annual Report on the Japanese Economy and Public Finance (2013) -32-

Problems Facing Japanese Companies

Steadily Growing World Economy

Declining Share of Japanese Companies

. 1908 1909 2000 2001 2002 2003 2004 2005 2008 2007 é‘(@* @‘f’a"&‘*f‘fy"f“é’y

(100 based on 2001)

(wvna
from METI 2010

Source: METI -33-
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Relation between Business Scale and Profitability (Global - Miscellaneous)

@ Automotive OEM and Electronics Manufacturers + a (FY2012)

50 7
.
® Keyence Japan
45 A 4 USA
.
40 Europe
L o Fanuc " Asia
T Alntel
25
%
c 20 ABM
&
H Denso  UTC*1
15 1 " s
Bridgestone amsung
¥ o Terumo ° canon | A7 BMW, Sigmens
§ 10 Komatsu 3 Hyundai = o8
5 Suzuki Hitachi  Nissan,
S Kyocera ® o SUQTaE" Renault o b Daimler g 1o
Haier ™ o Fuji Heavy » { Toshiba! \*~Ford .
" ®  Mitsubishi Motor 2 / » P \' Honda w
I
o] o Rotm Uzl TOK Nec /L6 rujtéu S°"N
.~ Mitsubishi Electric *
5 Philips PSA Panasonic
® Sharp
*1:United Technologies
1 Chrysler WA o
-20 T T !
0.1 1.0 Revenue (JPY in Trillions) 100 100.0

g

Global companies perform consistently in scale and profitability, while most of
Japan, Inc. is inversely proportionate in these two aspects

Source: Corporate disclosure materials and IGPI analysis -34-

Relation Between Business Scale and Profitability (Global — Various Sectors)

@ Global players achieve both improvement scale and profitability (FY1980 — FY2012)

50

45 Keyence'12

40

Fanuc'12
35 & Keyence's6
Fanuc's0

30

Alnter12
25

& i

20

Operating Margin (&)

15

10

5

0

A Hirose Electric’80 Hirose Electric'12

Aintergo A

3M80
Shin-Etsu Chemical12

o Komatsu'80
Shin-Etsu Chemical’80

& Komasu1z 47

3M12

uTC12

o
CAT'80

x | o
/7 ~
AN S X
/ \ uTcgo  GE8O

CAT12

0.001

Source: Corporate disclosure materials and IGPI analysis

0.010 0.100 1.000
Revenue (JPY in Trillions)

—

10.000

100.000

Through “choose and focus” strategy growth in revenues and profitability is

achieved

35—

—154—




Relation Between Business Scale and Profitability (Global — Various Sectors)

@ Global players achieve both improvement scale and profitability (FY1980 — FY2012)
(Close up of companies with more than USD10 Billion in FY2012 revenues, Siemens and Philips added)

35
“Double Ten Club”
~ Above OPM 10% and JPY 1 Trillion (app. USD 10 Billion) Revenues ~
2
30
* Intel'12
25
%
< “ Intelg0 Asmi2
= 20 " .
¥ 43M80 utc12
= A CAT'12
@ a
% 15  Shin-Etsu Chemical12
H .
8 T :
Komatsu1z 4+ . GE'80 T
10 . .
Komatsu'80 .
o oTCR 4 Siemens'12
5 Shin-Etsu Chemical’80 J/ caTeo Phiipses |
7 |
Philips'12 4 Siemens'00
0
010 1.00 10,00 100.00

Revenue (JPY in Trillions)

e

Through “choose and focus” strategy growth in revenues and profitability is
achieved
Note (*): Siemens AG was publicly listed on 16/08/1999. Philips data available only since FY1988.

Source: Corporate disclosure materials and IGPI analysis _36-

Relation between Business Scale and Profitability (Japan — Electronics)

4 Japanese Electronics Manufacturers (FY1980 — FY2012)

15 7
= Canon'80
Sony'80
®.Panasonic'80
~ 104
% e = Canon'12
< h Hitachi’80 _
B Fujitsu'80
H ANE .
@ j
i Mitsubishi Electric'80 i
5 54 )
S Mitsubishi Electric'12 Hitachi’12
NECT2 he AgSonyl2
Toshiba'12 ¢
o
Fujitsu12 Panasonic'12
0 T T .
0.1 1.0 100 100.0

Revenue (JPY in Trillions)

—

While scale increases, profitability deteriorates

Source: Corporate disclosure materials and IGPI analysis -37-
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List of Small but Global No.1 Companies — Japanese Niche Champions

Publicly listed equipment manufacturers (Arranged in OPM order)
Operating | Revenues
Company Name Market Share me QPY
Margin (%) MMs)
Fanuc Corporation | | Factory automation equipment based on numerical s 538,402
controls and servo systems - Top share globally
W, inc. WMedical and dental =907 of giobal 355 o604
market share
NSK (Nakanish) | World top class dental products 323 22266
Farmonc Bive products and speed reducer 215 20,159
Systems (HDS) technology for indusirial robots — 5036 of global
market share
T e~ 9% of giobal market share 14 101858
Photonics
Firose Eleciric Figh funciionallty Connectors for moblie phones 206 54,760
Asahi Diamond Wire saws for cuting siicon- 90% of market share 187 2081
Industrial
Nicera Trivared sensors ~ 60% of market share 74 16462
Viakia Eiociric power (0ol global 0. 2 164 205,711
Package and prEd Creut Board 157 o814
Gorporation Inspection systems — globel top market shere
HOVA Photo mask blanks - 80%% of market share 1 360,673
Nidec Gopal Compact digial camera shutters - 70% of market iaa 29,119
Gorporation shore
Shimano Bicycle components ~ giobal top market share 43 221770
MARUWA Aluniin substrates for Ghip resistors — 4096 of 58 21213
global market share
Fioriba Group Engine monitoring equipTent — §0% of giobal Exy 25456
market share
BISCO Corporation | Dancing saws — 70% of market share s 59241
Nides Corporation | Small precision motors for FIDD — 50% of market o7 552520
share
NGK nsulaiors The only NAS batiery system manufacturer 05 247618
BAIGHISEIRG Winiature Goarial conneciors — giobal e T 06 1701
TR Tinear mofion guides —60% of market share 6 195,866
Mrata Ceramic condensers ~ global 101 77 584,662
Manutacturing
Tshio Tndustial Tghting ~ giobal 1o T 71 50087
Source: (K. K. Toyama 2013)
_a8-
Internal Rate of CEO Promotion
Composition of Newly Appointed CEOs From Inside = From Outside

-
- @

97%
78%

63% 62%

64% 56% 68%

US / Canada Western Europe Japan Other Advanced

Nation

CEOQO’s Work Experience at Other Company

25%

68%

86% 88%

1% 1%

China Brazil, Russia, India Other Emerging
Nation

uNO YES

81% il

o

93%

- ——

US/Canada Western Europe Other Advanced
Nati

Japan
| S ation

urce: Z & Compan:

China Brazil, Russia, ~Other Emerging
India Nation

_39-
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International Diversity of Management

Nationality of Newly Appointed CEO (2009~2012)

Same as Corporate HQ
Different from Corporate HQ

,———
I 1% 2%
17% 17% I - 21% 14% 200
99% 98%
83% 83% 0% 79% 0 86% 78%
World Average US/Canada  Western Europe Japan Othe Advanced China Brazil, Russia, ~Other Emerging
Nation India Nation
International Experience of Newly Appointed CEO Only in Same Geography
Experience in Other Geography
o———
1 17% ! 15% o
_—— -
45% 45% 60% 56% 47%
83% 85% )
55% 55% 20% 4% 62% o350
World Average US/Canada Western Europe Japan Othe Advanced China Brazil, Russia,

Nation

Other Emerging

India Nation

Source: Booz & Company

—40-

Board Member / Executive Management Diversity

4 Women and foreigners are strongly underrepresented among Japanese corporate executives of leading

firms
TOSHIBA GE KAO PRG
Executives 36 17 28 16
of which Women 0 4 1 4
% of Women Executives 0% 24% 4% 25%
of which Foreigners 0 1
% of Foreigner Executives 0% 4%

Unilever Ajinomoto Nestlé
15 35 13
2 1 1
13% 3% 8%
3 9(5 countries)
9% 69%

Source: Corporate disclosure materials and IGPI analysis

41—
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End of Presentation
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(@ Dr. Steffen Angenendt, Senior Associate, Research Division: Global Issues,
German Institute for International and Security Affairs (SWP)

Ageing Societies —
Trends, Challenges, Policy Options

2nd JEF/DGAP International Symposium

,How to get out of the crisis?

Different approaches in Japan and the EU towards growth”
3 June 2014, Berlin

Dr Steffen Angenendt SWP
Stiftung Wissenschaft und Politik (SWP), Berlin

Structure

1. Main demographic trends
2. Five policy challenges

3. Conclusion
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Germany’s Age Structure (1910, 2008, 2060¢°)

1910

Alter in Jahren

2008

Alter in Jahren

Manner 100 Frauen Manner 100 Frauen
90 90
80 80
70 70
60 60
50 50
40 40
30 30
20 20
10 10
I f 07 t i I t 707 t i
900 450 0 0 450 900 900 450 0 0 450 900

Tausend Personen

Tausend Personen

Source: Sachverstdndigenrat 2011

Manner

20602
Il Variante 1-W1
B Variante 1-W2
Alter in Jahren
100

Frauen
90
80
T0
60
50
40
30

20

4 o] 4 )

f
900 4

t 1 I t |
50 0 0 450 900

Tausend Personen

Population decrease, Germany, 1950-2060¢

Gap between new-born and death cases

500 500
400 — 400
300+— 300
200 200
100 100
0 0
00— LS A 100
-200 \\ -200
-300 -300
\~ Medium scenario, high ]
-400 ~ 400
lMediumscenario, low ~ N
-500 e -500
\—/
*
600 T T [ e [ [ e o 600
1950 60 70 80 2000 10 20 30 40 50 60

Source: German Federal Statistical Office
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Population in Germany, 1950-2060¢

Millionen Personen Millionen Personen
920 90
85 85
80 Medium scenario, high | 80

75 75
70 \ 70
65 65

60 60

N

1950 60 70 80 90 2000 10 20 30 40 50 60

Source: German Federal Statistical Office

Life expectation at birth, Germany, 1960-2060¢ (in yrs)

Age Age
95 95
| = Annahme L1flr Jungen Annahme L1 fir Madchen [

] Annahme L2 fir Jungen Annahme L2 fiir Madchen I
90 4 - 90
85 - 85
g} Girls L
80 - 80
75 - 75
] Boys [
70 - 70
65 : T T T T T T T T T T T T T T T T T T L 65
S o © & Lo DL N HEARHAL S L LD S D
© 8 0 P B GRS 9P O @ ¥ 0 P AP 0P o e R 6
SC P N ROV BTN BN N AR R0 O 07 N 7S P
Ff FE G FF PSS TR

Source: German Federal Statistical Office
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Challenge #1: Increasing dependency ratios & social

spending

Young- and old-age dependency ratio in Germany, 1950-2060°

Quotient Quotient
100 100
_//;:
l Total dependency ratio ‘
Gesamtquotient
80+ - 80
73
oz & s 68
6/1 Old-age dependency ratio
&7
6016 19 27 - 60
A Altenguotient Assumption
39 medium
-\ 2E i population
- \_— 1 L 40 development
. scenario;
\_l Young-age dependency ratio Young age
dependency
51 . .
47 L6 Jugendquotient ratio: under
20 31 =y =20 20 yrs old per
Source: German FederallStatistical’Office 31 100 persons
aged 20 to
64, etc.
1950 60 70 80 20 2000 10 20 30 40 50 60

Projected increase of social security expenditures,
Germany, 2010-2060¢8, in b Euro p.a.

1200
1100
1000
900
800

v o
= 5 S
S o o

oW
= B
S ©

=
ISERS]

2010

2030

Education and families

Unemployment

[
[
. Health care
[

Pensions

Source: Berlin Institute for
Population and Development

2040 2050

o
=
=
=
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Challenge #2: Shrinking work force

Labour Force, Germany, 2010-2025¢, in m

44,6
43,1 1o

38,1 {

Source:
Bundesagentur
fiir Arbeit,
Perspektive
2025

2010 20

5 2020

2025

- | CEDEFDP | European Cantre for the Davelopment

of Vocational Tralning

Skills forecast: Job opportunities by sector (in 000s), EU28+ (2013 - 2025)

Il Expansion demand Total job opportunities
I Replacement demand

Primary sector & |
utilities

Manufacturing -
Construction 4

Distribution & transport

Business & other |
services

[

Non-marketed |
services

5000 | 5000 5000 | 25000

a 10000 20000 30000

Source: Cedefop | Skills Forecasts | Data published in 2014

Main shortages till 2025¢:
= Health care workers

= |T experts

= Engineers

Sales managers
Financial experts
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Challenge #3: Unequal
population development,
Germany, 2000-2008, in %

. <-15

® 5t-10

@ 10t
-5to0
Oto5

0 sto10

® w015

® s

Sources: Federal
Statistical Office,
Berlin-Institute

Challenge #4: Competiveness
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Challenge #4: Competiveness

Estimated increase of working-age population in TIMBI countries (Turkey,
India, Mexico, Brasil, Indonesia (15-59 yrs, 1950 =100)

700
600 T —— Brazil
/ —— India
500 = Mexico
/ Indonesia
" Turkey
= = China
00 == * Russia
-===U5
200
Europe
100 - == = lapan
“5. Korea
a T T T T T r T T i r 1 Source: Goldstone
1950 1960 1970 1580 1990 2000 2010 2020 2030 2040 2050

Changing income distribution

Europe‘s and North World population Global GDP
America‘s share...

1950 28.4% 68%

2050 12.5% <30%

Sources: UNPD, World Population Prospects, World Bank
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Challenge #5: Migration and integration

1800 -
1600 -
1400 -
1200 +
1000 +
800 |
600 |
400

200 -

© D O & > L RY
° 2”0 P O
&P FFFE S

Migration to and from Germany, 1954-2013

O D N o> O DD D N> P
P e N LN NS e P P M N
ICHICICIC OIS SN RN

Source: Statistisches Bundesamt

Age structure and
ethnic background,
Germany, natives,
foreigners, and
foreign-born, 2009
(in 1,000)

mmm Foreigners |
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Replacement migration?

...wanted to
keep the ...wanted
...wanted to [numberof |[to keep

What would ...had keep its 15 to 64- the old-age
happen by 2050 if |...had no moderate population |year-olds quotient
Germany... immigration? |immigration? |stable? stable? stable?
Net immigration
per year 1995- 200,000 to
2050 None 240,000 324,000 458,000 3.4m
Population by
2050 58.8 m 733 m 81.7m 92 m 299 m
Increase/decrease
compared to 1995 |-28% -10% None +13% +266%

Source: United Nations Population Division

Ethnic diversity and integration

Labor market participation of immigrants, Germany, 1960-2010

s -
EmEmployees mEUnemployed

mSelf-employed  —Foreigners

Source: Federal Statistical Office

1960 1962 1964 1966 1968 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010
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Conclusion

®  Economic, social, political implications of demographic change
are not seriously addressed in Germany; still no adequate
political, administrative structures on the Federal level.

®  Existing strategies are short-term, limited in scope, and based
on the assumption that demographic risks will be managed.

®  German government is not officially promoting migration as a
solution, but de facto opened up for more foreign workers.

®  This strategy could backfire: fostering migration without
serious public debate on risks and benefits might only give rise
to anti-foreigner sentiments and populist drawbacks.

" Needed: a broad political debate on mid- and long-term
demographic risks, on growing disparities between growing
and shrinking regions, and on the options and limitations of
public policies.

Wie den Fachkraftebedarf bewaltigen?

Erhéhung der Anzahl qualifizierter

Erhdhung ) A Fachkrafte innerhalb Deutschlands
der Anzahl ' q .
qualifizierter
Arbeitskrifte (' Zuwanderung von qualifizierten
Fachkraften
Erhéhung der
Wertschclapfung o /; Erhéhung des Arbeitszeitvolumens
von Arbeit in
Deutschland
Erh6hung der
% = ‘. Ausbildung und Qualifizierung
Wertschopfung - )
der Arbeitskrifte =
Erhohung der Transparenz des
Quelle: Bundesagentur fir Arbeit, Perspektive 2025 L Arbeitsmarkts

—168—




Handlungsfelder zur Steigerung des
Fachkrafteangebots bis 2025, in Mio. Personen

m it

Schulabginger Ausbildungs- Studien- Menschen Frauen
ohne ber 55 F und ifi parenz erhBhen
i i il Erwerbs- Erwerbspartizi-  steuern schiftigter rung
partizipation pation stelgern vorantrelben
erhBhen erhdhen

Ry Iy ®

%

otis . o~ -~ .
Arbeitszeit Teil
zeitbeschiftigter
steigern

Total: 2,7-7,1 Mio. Vollzeitiquivalente

Steuern und Abgaben
prifen

: ' '

@:

Quelle: Bundesagentur fiir Arbeit, Perspektive 2025

Makrookonomische Auswirkungen der Alterung

Wachstum des BIP pro Kopf! Wachstum des BIP!
04 04
02 02
0 T 0
gp |01 1520 049 s g |04 1620 3049 5064
04 04
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Gesamtwirtschaftliche Ersparnisse? Gesamtwirtschaftliche Investitionen®
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-1
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25 25
-3 -3
Leistungsbilanzsaldo* Inflationsrate? /\
1
08 I/
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04 7
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04
op L 014 1620 65-74 I7u.';
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v Quelle: Lindh u.a., 2010
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Japan Economic Foundation

The Japan Economic Foundation (JEF)

The Japan Economic Foundation (JEF) was established in July 1981 to deepen
understanding between Japan and other countries through activities aimed at promoting
economic and technological exchange.

With this goal in mind, JEF engages in a broad range of activities; it provides information
about Japan and arranges venues for the exchange of ideas among opinion leaders from
many countries in such fields as industry, government, academia and politics in order to
build bridges for international communication and to break down the barriers that make
mutual understanding difficult.

URL: www.jef.or.jp

D P Deutsche Gesellschaft
( ;7 \ fur Auswartige Politik eV,

The German Council on Foreign Relations

The German Council on Foreign Relations (DGAP) has been Germany’s national network
for foreign policy since 1955.

As an independent, non-partisan, and nonprofit membership organization, think tank, and
publisher, the DGAP takes an active part in the political decision-making process and
promotes understanding of German foreign policy and international relations.

More than 2,500 members — among them renowned representatives from politics, business,

academia, and the media — as well as more than 80 companies and foundations support the
wortk of the DGAP.

The DGAP’s goals are:

e to promote and contribute to the foreign policy debate in Germany
e to advise decision makers from politics, business, and civil society

e toinform the public on foreign policy questions/issues

e to strengthen the German foreign policy community

e to advance Germany’s foreign affairs status in the world

For more information please visit: www.dgap.org

—178—



11. F¥%H

(B A1)
— R BA I A E SR 22 i, Japan Economic Foundation (JEF)
AT ¢ T104-0061 HURCHRH R AR 5-15-8 Hf 4 5 E/b 11 B
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i . Stefan Dauwe, Managing Director, DGAP Consulting GmbH

—179—



FRE 26 4 8 A
— LN EBREE G AL
JAPAN ECONOMIC FOUDATION (JEF)
© JEF Printed in Japan MR OB Tl XM 0 LET,




	空白ページ
	空白ページ
	空白ページ
	空白ページ


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 1200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages false
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 1200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages false
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /None
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages false
  /MonoImageFilter /FlateEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (Japan Color 2001 Coated)
  /PDFXOutputConditionIdentifier (JC200103)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /JPN <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        8.503940
        8.503940
        8.503940
        8.503940
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName (Japan Color 2001 Coated)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.125000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing false
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




